








THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 


Volume 69, No. 11 March 7, 1942 
The Ticker Publishing Company is affiliated by common ownership with the Invest- 
ment Management Service and with no other organization. It publishes The 
Magazine of Wall Street and Business Analyst, issued bi-weekly; The Pocket Statis- 
tician, Adjustable Stock Ratings, issued monthly; and The Investment and Business 
Forecast, issued weekly. Neither the Ticker Publishing Company nor any affiliated 
service or publication has anything for sale but information and advice. No 
securities or funds are handled under any circumstances for any client or subscriber. 








CONTENTS 
With the Editors... 577 
Trend of Events 579 
As I See It. By Charles Benedict. 581 
The Market for the Next Fortnight. By A. T. Miller 582 
Suppose Profits Are Limited to 6 Per Cent. By B. M. Fullerton 585 
Happening in Washington. By E. K. T. 588 


How Will You Fare Under Our Maximum War Effort? 
By A. Bancroft Wells 


What 1941 Reports Disclose for 1942. By Ward Gates 
Attractive Preferred Stocks With Arrears. By Philip Dobbs 


1942 Special Security Re-Appraisals and Dividend Forecasts— 
Part IV 3 597 


Bright Prospect for Aviation... . 598 
Mixed War Prospects for Motors, Accessories and Tires 602 


Rate of Tax Increase Clouds Chemical Industry’s Profit Out- 
606 


Which Stocks to Weed Out. By Edwin A. Barnes 608 
For Profit and Income 


Comparing Standard Brands With General Foods. 
By J. C. Clifford 


Answers to Inquiries ae) 


THE BUSINESS ANALYST 





Copyright, 1942, by the Ticker Publishing Co., Inc., 90 Broad St., New York, N. Y. 
C. G. Wyckoff, President and Treasurer. Laurence Stern, Vice-President and Managing 
Editor. Eugene J. Foley, Secretary. Victor E. Graham, Advertising Manager. The 
information herein is obtained from reliable sources and while not guaranteed we believe it 
to be accurate. Single copies on newsstands in U, S. 50 cents, Canadu 55 cents. Place a 
standing order with your newsdealer and he will secure copies regularly. Entered as 
second-class matter January 30, 1915, at P. O. New York, Act of March 3, 1879. Pub- 
lished every other Saturday. 


SUBSCRIPTION PRICE—$10.00 a year in advance in the United States and its pos- 


sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. 
Please send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address 
in full and get notice to us three weeks before you desire magazine sent to the new address. 


EUROPEAN REPRESENTATIVES—International News Co., Ltd., Breams Bldg., 
London, E. C. 4, England. 
Cable Address—Tickerpub. 


We've Atested 
Clatter and Din in 
1,160 Restaurants 


This Is Only Part of The Ex- 
perience That Lets Our Na- 
tionwide Distributor Organi- 
zation Tackle Any Noise Prob- 
lem—Satisfaction Guaranteed. 


CELOTEX 


REG. U. 8. PAT. OFF, 


SOUND CONDITIONING 
in Canada: Dominion Sound Equipments, Ltd. 


THE CELOTEX CORPORATION + CHICAGO 























CHRYSLER len DE SOTO 
DODGE Pr /772 PLYMOUTH 
b 


0 4 





YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of one dol- 
lar ($1.00) per share on the outstand- 
ing common stock, payable March 14, 
1942, to stockholders of record at the 
close of business February 28, 1942. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














Allied Chemical & Dye Corporation 
61 Broadway, New York 


February 24, 1942 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 84 
of One Dollar and Fifty Cents ($1.50) 
share on the Common Stock of the 
pany, payable March 20, 1942, to 
stockholders of record at the 

close of business March 6, 1942. 


Ww. C. KING, Secretary 








Writing - Editing - Translations - Research 
Public Relations Counsel 


Articles, books, papers, speeches on financial, 
economic, business, technical, educational, etc., 
subjects. 

Monographs, Mss., miscellanies prepared, pub- 
lished. Engrossing. 


MARLETT ASSOCIATES 


5403-8 Black Street Pittsburgh, Pa. 
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=Complete Survey of 
LOW-PRICED FIELD 


° You receive in this single source a comprehensive coverage of 
today’s position and outlook for all important, low-priced stocks 
... We have gone to great lengths to make this 1942 Manual of 
the most concrete value to you—such as you would receive by 
consulting services which cost $50 to $100 and more. 


—Complete Statistical Records . . . Over 500 low-priced stocks appraised individually with 
all essential facts and figures, and our timely, pertinent comments. 


—Interpretations and Selections . . . Our analyses have been sifted and projected to un- 
cover the 20 issues which we believe offer the best opportunities for price appreciation. 
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Background—Present Position—Outlook for 1942 Strategically situated to make substantial advances marketwise. 
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—Ratio of Assets to Liabilities 
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as to arrears or special provisions) Volume Charted for 7, 
—1941 Earnings and Dividends Past Three Years. 
—War Economy Ratings based on (a) Calibre of Management; ——— nails 


(b) Present and prospective taxes; (c) Earnings Trends. 
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AS USUAL, we are all “uncertain” 
about the future. We wonder what 
the post-war world will be like. Yet 
it seldom occurs to us that the fu- 
ture cannot be an innovation or im- 
provisation differing wholly from 
the past. The fact is that there is 
an inescapable continuity between 
the present and the future. In 
other words, today’s broad forces 
and national policies will shape the 
future. 

On our side, this war is being 
fought with far greater international 
cooperation—military and economic 
—than was the first World War. 
Thus the foundation for interna- 
tional cooperation in the post-war 
world is already being built. Again, 
this war is radically speeding the 
historical disintegration of colonial 
imperialism. China, India, Egypt 
and others are destined to join the 
ranks of the peoples enjoying the 
most basic of all freedoms: the na- 
tional right of economic and politi- 
cal self-determination. 

The international movement 
toward human freedom and coop- 
eration—and the trend toward 


greater diffusion of the benefits of 
modern technology among the 
masses—may spur human produc- 
tivity and raise living standards 
throughout the world to a degree 
we can now scarcely imagine. 
Each year of this war is adding 
huge volumes of potential peace pro- 
duction that must be fulfilled when 
we can turn to it. Restitution of the 
facilities of production, power and 
transportation destroyed in war will 
of itself be a huge job. In addition, 
we are skimping maintenance of our 
non-war facilities and to make up 
this accumulated depreciation and 
obsolescence will require tremen- 
dous capital outlays in all industrial 
nations. The gradual industrializa- 
tion of backward countries will re- 
quire large production of capital 
goods and the eventual rise in living 
standards will create greater, rather 
than lesser, opportunity and neces- 
sity for international commerce. 
And as long as the war lasts, de- 





| The Future Js Now Being Made | 


BY LAURENCE STERN 


ferred consumer goods needs will be 
building up into an enormous bank 
of future production. The millions 
of homes, automobiles, refrigerators, 
radios, washing machines, overcoats, 
Nylon stockings and so forth that 
we don’t make in 1942, 1943 or 1944 
will be produced in future. Spurred 
by war demands, literally scores of 
radical advances in science and in- 
dustrial operating techniques are 
now being made, and will be ready 
for application to peace production. 

Finally, we are learning that the 
real essentials of full production and 
employment are men, machines, ma- 
terials, power, transport and coop- 
erative capitalistic organization — 
and that, given these, no nation need 
be unduly worried over “where the 
money is coming from.” The money, 
in the final analysis, always come 
from production or is borrowed 
against future production. 

To assure a future much better 
than the past or the present, all we 
need do now is win the war. If we 
win it, we can reasonably expect a 
long period of high production and 
high national mcome. 
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How you gonna keep ‘em down on the farm—to raise the food so vital 


to us and our Allies? An answer will have to be found. The draft is taking 


thousands of farm workers, but far more are being drawn to factory work 


by fat wages. Solution probably will include greater cooperative use of 


mechanized farm equipment and much greater employment of women 
and children. 
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The Trend of Events 


SINKINGS ... While our attention has been focused on 
the South Pacific, German U-boats have been taking a 
heavy toll of tankers along the Atlantic Coast with the 
result that we are now face to face with an acute oil 
shortage and likelihood of rationing. The immediate 
shortage is in fuel oil. 

We wonder what advocates of a small, single ocean 
navy for the United States think of now when they read 
that our tanker losses up to February 18, were twenty- 
three tankers, totaling 222,400 deadweight tons. And 
in much the same vein of thought, we wonder what op- 
ponents of extension of our domestic pipe lines can find 
comfort in these days when the sinking of each tanker 
actually means the loss of a year’s fuel for 52,000 cars. 

Fortunately the winter is on its last lap. With the ex- 
ception of a possible brief cold snap, winter weather 
should be “whipped” within a month, but that doesn’t 
alter the fact that a cut of between 15 and 20 per cent 
in fuel oil consumption for heating purposes is imme- 
diately necessary. 

To meet Atlantic coast requirements tank car ship- 
ments have been speeded up, and the completion of the 
Plantation Pipe Line from Baton Rouge to Greensboro, 
N. C., designed as a product line, but now used also as 
a fuel oil line. are aiding the situation. But that isn’t 


enough. The railroads are taxed to capacity now to 
move troops, supplies and normal freights without the 
additional burden of thousands of tank cars, even if 
such tank cars were available—which they are not. 

It ’s true, according to Standard Oil Company of New 
Jersey predictions, that a lower motor gasoline consump- 
tion for 1942 is in sight. That is a grain of comfort but 
it doesn’t alter the fact that even if people drive fewer 
miles at lower speeds to conserve fuel, we cannot place 
all of our naval defense eggs in one basket. The nuisance 
value of U-boats sinkings, unless halted, will prove to 
be, instead of a nuisance, a menace to our defense pro- 
gram. It is indeed ironical that the nation producing 
the greatest amount of petroleum should be faced with. 
a shortage of that product in a given area because we 
have labored under the delusion “It Can’t Happen Here.” 


SHARING THE COST... Apparently a great many 
people are still blissfully unaware that they personally 
are in the war. They think of sacrifice as something the 
other fellow must make, and they think of the “cost” of 
the war in terms of money and taxes. Actually the big- 
gest “cost” of the war is the simple fact that our people 
as producers must turn out more goods but as consumers 
must get much less of the output. 
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Unless this true economic cost is equitably shared by 
all elements of the population, we can have neither 
genuine national unity nor a war effort of maximum ef- 
fectiveness. Yet the pressure groups representing labor 
and agriculture persist in regarding this thing as a boom 
to be exploited. Surely they must realize by now that 
their consumption of goods, along with that of all the 
rest of us, must be reduced. Nevertheless, the unions 
press the struggle for higher wages, and the farm bloc 
for higher prices—thus doing their noble bit for the 
cause of inflation. 

The great bulk of the inflationary purchasing power 
is in the hands of people with incomes of less than 
$2,500 a year, and their direct Federal taxes thus far are 
quite small. Heavier taxation of the middle classes, the 
rich and the corporations is not in any real sense a mat- 
ter of inflation control—although it is wholly valid from 
the standpoint of social equity and political necessity. 

No group can be exempt from the common sacrifice 
that is called for. Industrial corporations can not ex- 
pect to continue earning 1929 profits, as quite a number 
of large ones did in the past year. All corporations must 
pay more, with special emphasis on “excess” profits. 
The rich and the middle classes must pay more and con- 
sume less. But when this is done the inflation problem 
is still barely touched and the sacrifice represented by a 
lower living standard is not equitably shared. The time 
has come to induce—or force—organized labor and or- 
ganized agriculture to fall in step with the war effort. It 
would be much easier to do if the Administration itself 
had not continued up to now to avoid any and all polit- 
ical sacrifices. Pork barrel polities “as usual” also must 


go. 


WHO'S COMPLACENT? ... It is a significant fact that 
over the past several years public opinion has been well 
in advance of Congress and the Administration in mat- 
ters of defense, foreign policy and mobilization for war. 
This has been conclusively proven by scores of sample 
polls on a great variety of questions by such skilled and 
reputable opinion-samplers as the Gallup and Roper 


organizations. The wonder is that politicians are still 
so slow to detect the direction and force of the winds. 

For instance the ultimate step in total mobilization 
for war is for the Government to register all people who 
might, from an age standpoint, have something to con- 
tribute to the war effort, tell each what to do, require 
that each perform his or her allotted service. This is 
stern stuff, and the politicians are inclined to “go slow.” 
Gallup is taking a national poll on it. The first test, 
made in the Philadelphia area, shows, of those having 
opinions, 67 per cent for it, 29 per cent opposed. So 
you can take it that that’s the way we are moving, al- 
though the decision is some time ahead and the politi- 
cians are not yet ready for it. 


MORE ALUMINUM ... We sincerely hope that the Axis 
hierarchy, who have been predicting our inability to 
produce 125,000 airplanes a year, starting in 1943, read 
the announcement by William L. Batt, head of materials 


division of the War Production Board, that we will soon 
achieve an expanded program of aluminum production 
which will reach the staggering total of more than 
2,500,000,000 pounds a year. 

A combination of production facilities now in opera- 
tion and those under way and due to start production 
soon, Mr. Batt said, call for an annual output of 1,450,- 
000,000 pounds a year. The new program will increase 
production to 2,100,000,000 pounds a year and imports 
from Canada will bring the total to 2,580,000,000 pounds 
annually. 

Translated into terms of fighting planes, a language 
the Axis understands, that asures the building of 60,000 
planes this year, and makes possible the goal of 125,000 
planes for 1943. At the same time, to give our planes 
striking power, magnesium production will be increased. 
This is an important element in the making of incendiary 
bombs. It is planned to increase our present production 
of magnesium of 400,000,000 pounds this year, to 750,- 
000,000 pounds a year. 

More bombs, more planes, more tanks, more ships and 
more industrial facilities are the tools Mr. Churchill has 
been stressing for two years. Fulfillment of a war effort 
of such staggering proportions means sacrifice. It means, 
not only that aluminum must be used almost exclusively 
for war purposes and that magnesium supplies will be- 
come a defense monopoly but it also means that our 
power resources will be hard hit. The drain on our power 
facilities to produce 2,500,000,000 pounds of aluminum 
a year will be enormous. It means “borrowing” power 
from other sources. Whether it means curtailment of 
power for domestic use, especially by housewives, who 
may be called upon to observe “no-electric appliance 
days” is yet to be determined. 

If we are going to be obliged to “borrow” power or 
any other vital need, now is the time to plan accord- 
ingly; not wait until factory sites are selected without 
adequate power facilities or until it is discovered the 
“borrowing burden” has been distributed with such in- 
equalities that other industries must shut down or cur- 
tail their activities. 


MORE CREDITORS... A small ratio of creditors to 
debtors is a bad thing for any nation, making for class 
conflict and increasing the political pressure for debt- 
easement through inflationary monetary measures. We 
are fortunate in the wide diffusion of our wealth; and 
in our high and rising ratio of individual creditors to 
debtors. Indeed, a huge number of Americans never 
think of themselves as either creditor or as debtor be- 
cause they happen to be both. They owe some money. 
They own some bonds, whether directly, or indirectly as 
depositors in savings institutions or holders of msurance 
policies, 

In the second half of last year nearly 80 per cent of 
the increase in private holdings of Federal bonds rep- 
resented investment of actual savings of the people, as 
distinct for credit-inflation bond purchases by commer- 
cial banks; and the great bulk of it consisted of defense 
savings bonds. This trend is all to the good. 
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BY CHARLES BENEDICT 


INITIATIVE—OURS FOR THE TAKING 


Meecs has been said recently about taking the offen- 
sive—but action is always deferred to 1943. I do not 
find such statements inspiring or reassuring when I view 
the speed and extent of Japanese successes which call 
for more immediate steps. 

The time to strike is now, when Jap lines are extended 
some four thousand miles; for if we wait until she con- 
solidates her position, the opportunity for stopping or 
crippling her will have gone or be indefinitely postponed. 

For we can expect a victorious Japan to waste no time 
in attempting to reduce us. She will seek to disperse 
our strength and bring quick demoralization by striking 
simultaneously or in rapid succession at vulnerable points, 
following the pattern employed in the south Pacific. 
Possibly a drive from three directions—south, north and 
at the center through Hawaii. 


Judging from their recent moves the Japanese have 
apparently built their strength on a series of independent 
centralized and coordinated commands which make it 
unnecessary to wait for consolidation at any one point 


before they strike elsewhere. If this analysis is correct, 
then the “go ahead” signal against the United States 
can come at any time—before their campaign in the 
Southern Pacific is concluded. 
Only by taking the offensive against 
her before she is ready can we prevent 
such a drive. The way is open to us 
through Alaska, easily accessible from 
Canada as well as the United States. 
Men and supplies can readily be hauled 
through coastal waters, planes can be 
flown to their bases, and the overland 
route speedily developed. No long dis- 
tances here such as make the sending of 
reinforcements to the Far East such a 
difficult problem. 
It is evident the Japanese fear the 
possibility of such an attack from the 
north, and are already talking of a Spring 
drive through Siberia to stave off this 
danger. They are backing up their talk 
with feverish preparations which have 
already brought retaliatory measures 
from Russia. 
Should Japan succeed in establishing » 
herself in Siberia, she would beat us to : 
the draw, and any plans we may have 
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for a 1943 offensive based on Alaska could not materialize. 

It is clear we must take action soon, for there will 
never be a better opportunity than the present to strike 
at the very heart of Japan, and at a time when her forces 
are so heavily engaged and far away from their base 
of supply. 

In fact, as the map clearly shows, the Japanese Islands 
can be encircled and crushed by a concerted drive 
launched simultaneously from China, Kamchatka and 
Siberian Russia, with the United States and Canada 
operating from the Aleutian Islands, Alaska, Hawaii 
and Midway. 

If a serious offensive were organized today, the neces- 
sary cooperation from Stalin would be forthcoming, and 
Russian troops could fully occupy the Japanese forces 
in Manchukuo. 

Such a plan, however, calls for daring, ingenuity and 
resourcefulness, and complete coordination between 
Government, labor and industry, much greater than we 
have yet seen. It calls for sacrifices from all of us, and 
unhesitating willingness to make them. Only in this way 
can we save our country. 

This is a war to the death, in which we can expect the 
horrors of poison gases and (Please turn to page 628) 
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"Somewhere in Alaska," whieh, with the Aleutian Islands chain, is the most promis- 
ing jumping off place for a U. S. offensive against Japan. 
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The Market for the Next Fortnight 


Resistance shown in the light of further bad war news indicates 
possible minor rally in the making. With the underlying trend still 


dubious, we do not advise additional equity purchases at this time. 


BY A. T. MILLER 


Summary of the Fortnight: Weakness continued to 
center in peace-time Blue Chips but was relieved by 
minor rally toward the end of last week. The market's 
low volume, with narrow fluctuation for great majority 
of equities, reflected increasing resignation to bad war 
news but also further tendency of investors and traders 
to suspend judgment on an uncertain prospect. 


1. Is evident that the market had expected both 
Rangoon and Java would fall to the Japs; and that some- 
thing approaching complete Jap victory—for the present 
—in the Southwest Pacific had been discounted. 
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At this writing it is apparent that only a miracle 
could save Java, and miracles seldom rescue besieged 
forces which are greatly inferior in trained troops and 
weapons. So far as the Far East is concerned, the ques- 
tion mark of the spring is whether the Japanese will 
have a try at Australia, or whether action will begin in 
Eastern Siberia—either on Japanese initiative or that of 
Russia and the United States. 

Investors and traders, like all other literate citizens, 
are in low spirits. The unbroken succession of reverses 
for the United Nations—with the exception of the Rus- 
sian counter-offensive, which may or may not prove to 
have been merely a winter interlude—is indeed galling. 
Yet our own leaders tell us that more set-backs are 
ahead, imply that at least into the summer the strategic 
initiative will remain in the hands of Germany and 
Japan, and offer no hints as to when we may be able to 
undertake important offensive action. 

In this atmosphere, and with revelation of the Trea- 
sury’s 1942 tax proposals to be made before this analysis 
reaches our readers, one can draw only negative encour- 
agement out of the market’s recent and current per- 
formance. Extensive decline in the closing months of 
last year and many weeks of psychological adjustment 
to the unfortunate realities and prospects in the Far 
fast, are adequate explanation for the abatement of 
liquidating pressure now. When the climatic bad news 
comes—as was the case after the French debacle in 1940 
—it usually is found that the market had already com- 
pleted its decline. 

Unfortunately, however, the analogy with what hap- 
pened in May-June, 1940, is far from perfect. At that 
time the market nose-dived farther in two weeks than it 
has retreated in the long deflation of the past fifteen 
months, setting up a violently over-sold position as 
springboard for an intermediate recovery which lifted 
the Dow-Jones industrial average more than 27 points 
over a period of about five months. There is no com- 
parable technical springboard at present. 

Also there is, of course, an uneasy feeling that we are 
now in an unended series of climactic war events—that 
spring or summer probably will bring developments of 
greater significance, in relation to the duration and out- 
come of the war, than anything which has yet happened. 
And most people remember that in each of the past five 
years the spring has brought a general market decline, 
in each instance associated with unpleasant foreign de- 
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velopments. Will history repeat or take a new turn? 

There is scant current basis for a conviction either 
way. On the one hand, the long anticipatory decline 
and the psychological adjustment to the feared contin- 
gencies of coming months ought logically to minimize 
the chances for severe additional decline. On the other 
hand, the timidity and small volume of the prevailing 
demand for common stocks do not indicate a lifting force 
capable of producing more than a minor rally at the 
outside over the near term. When so large a propor- 
tion of investors and traders have simply suspended 
judgment and taken to the sidelines, day-to-day tech- 
nical indications in a market of extreme low volume 
carry little or no signficance. 

Perhaps we should be well satisfied, then, if the 
broader market averages—as distinct from the Dow- 
Jones 30 selected industrials—can continue to drift side- 
wise, building up gradually a base from which a better 
trend can originate when and if the fortunes of war— 
and taxes—permit. 

As we see it, the most important single war uncer- 
tainty to be clarified in the months ahead has to do with 
the real measure of Germany’s reverses at the hands of 
the Russians, and what it signifies as regards (1) Ger- 
many’s 1942 ability to launch powerful new offensives 
and (2) the continuing war effort of the Red Army, 
which we must concede has been the only force up to 
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now giving the Axis a sizable dose of its own medicine. 

We do not, of course, have the answer to this ques- 
tion. But should 1942 begin to become an even worse 
year for Hitler than was 1941—and that is a possibility— 
the favorable effect upon the stock market could be very 
great. And should this happen, it would not happen 
overnight—and, as is usually the case, it probably would 
be seen that the stock market had sensed it some weeks 
in advance of visible events, by standing pat or edg- 
ing up. 

Meanwhile our technical measures of the market as a 
whole show a rather close balance between supply of and 
demand for equities. For some time the pressure line 
has been in the dominant position but at least has shown 
a continuing downward trend from the third week of 
December right up to this writing. Whatever the rea- 
sons that actuate investors and speculators, when the 
volume of stock for sale shows a persistent decline over 
an extensive period, following protracted deflation of 
prices, an important turn in direction is usually in the 
making and the obvious explanation for it develops later. 
In this instance the trend toward a more promising re- 
lationship between supply of and demand for common 
stocks is “interesting” rather than convincing. It may 
represent a temporary change for the better, following 
completion of the great volume of tax-selling in Decem- 
ber. But if it continues well into the spring weeks about 
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which we all are so “uncertain,” a reappraisal of the 
market outlook probably would be in order. 

Certainly those who measure the market’s perform- 
ance in terms of the Dow industrials—and more do so 
than by any other average or index—will not feel bull- 
ishly inclined as long as so many “important” stocks 
remain under pressure. This list of “weak sisters” over 
the recent past includes such issues as Allied Chemical, 
du Pont, Beech-Nut Packing, American Home Products, 
Coca-Cola, General Foods, Hercules Powder, Philip Mor- 
ris, Sterling Products, Texas Company, Wrigley, Timken 
Roller Bearing, Standard Oil of New Jersey, Abbott Lab- 
oratories, Caterpillar Tractor, International Business 
Machines, Monsanto Chemical, Standard Oil of Indiana, 
United Fruit, Bon Ami, Bristol Myers, Norfolk & West- 
ern, Atlas Powder, and May Department Stores. 

It is, of course, weakness in stocks of this type that 
explains why our weekly average of 15 high grade equi- 
ties closed last week—despite mild betterment in many 
quality issues on Friday and Saturday—at a new low for 
the whole war period, more than 8 points under its De- 
cember low of 90.86. From the best level of last Septem- 
ber, this particular market average has declined by 
more than 23 per cent in less than six months—one of 
the most severe deflations of “investment type” equities 
ever experienced in so short a time span. 

Even though these soft “special situations” constitute 
a rather small numerical proportion of the market, their 
effect on sentiment is disproportionate; and we will feel 
more confident of market prospects when stocks of this 
type show much more convincing evidence of a sold-out 
status than they show today. 

On the other hand, our weekly index of 270 issues 
stands at 47, only 1.6 points under the best level attained 
on the “year-end rally” and 4.4 points above its Decem- 
ber low; and the index of the 100 lowest-priced stocks in- 
cluded in this broad composite still holds more than 16 
per cent above its December low. 

While we look for very little betterment in the gen- 
eral market over the early future, we do have a feeling 
that the great majority of rank-and-file stocks probably 
in December saw their lows for a long time to come. 
This seems especially likely, in our opinion, in the case 
of the steels, most rails and rail equipments, the motors 
and most motor accessories. 

Individual issues showing above average strength in- 
clude Allegheny Ludlum Steel, Allis Chalmers, Amerada, 
American Brake Shoe, American Car & Foundry, Ameri- 
can Commercial Alcohol, American Smelting, Anaconda, 
Atchison, Bendix, Bethlehem Steel, Borg Warner, Briggs 
Manufacturing, Chrysler, Crucible Steel, Endicott John- 
son, General Motors, International Nickel, Interstate 
Department Stores, International Paper, Johns-Manville, 
Kroger Grocery, Liquid Carbonic, Loew’s, Mack Truck, 
Lima Locomotive, Lone Star Cement, Masonite, Mueller 
Brass, National Distillers, National Oil Products, New- 
mont Mining, New York Shipbuilding, Oliver Farm 
Equipment, Paramount, Republic Steel, Safeway Stores, 
and U. S. Steel. —Monday, March 2. 


Conclusion: At best, we think that the odds are for 
no more than a small rally in the averages over the near 
term. Partial liquidity should be maintained and we ad- 
vise against additional equity purchases at this time. 
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Effects on Individual Companies 


A: LEAST two suggestions for 
amending the Revenue Act of 1941 
should receive careful attention of 
the investing public in any attempt 
to anticipate the Revenue Bill of 1942. These are the 
proposal, originally put forth by Secretary Morgenthau 
and endorsed by the President, that all profits in excess 
of 6 per cent on invested capital be taxed 100 per cent 
and the talk, so far vague, of a profit limitation on 
sales, particularly in connection with government con- 
tracts. Neither, perhaps, stands a good chance of super- 
seding the present corporate tax structure, for Congres- 
sional sentiment apparently still favors retention of the 
existing options, with an increase in rates, possibly by 
10 per cent when the average earnings base is used and 
a 6 to 7 per cent invested capital option. Yet both may 
find enough supporters and exert sufficient influence on 
the final form of the Act to merit attention for their 
possible effects on investment policy. A study of both 
may be more illuminating than an examination of 
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possible revisions of existing tax 
schedules, since, even if not en- 
acted, the mere fact that they 
have been suggested is likely to 
ease the way to the Treasury’s real objective via some 
other route. 

Of the two, the 6 per cent limitation on profits is 
probably the more significant. This is not only because 
it highlights the Treasury’s aims, but also because it 
emphasizes many of the minor questions involved, such 
as its effects on accounting methods and the treatment 
of Defense Plant contracts. While it may fail to pass, 
it should provide a good bargaining background for 
many of the government’s objectives. These include 
the imposition of higher taxes on those companies now 
relatively lightly burdened because of a high level of 
earnings during the 1936-39 base period, limitation of 
war profits and larger revenues. Mr. Morgenthau 
apparently purposely left his proposal vague, his most 
important omission being a failure to define invested 








capital. While this increases the difficulty of judging 
the effects, it also provides greater assurance that they 
will be of the intended nature. 

The imposition of a 6 per cent profits limitation on 
invested capital would require re-appraisal of a wide 
range of investments. To a large extent the objective 
of forcing the leading firms in the automotive, drug, soft 
drink, tobacco, retail chain and other fields to contribute 
more towards financing the war effort would be accom- 
plished, although the changes in the positions of these 
companies forced by the war raises the question of 
whether the aim is still justified. 

Beyond these, however, stand a large number of firms 
whose earnings prospects would be materially affected 
and, in some instances, greatly impaired. Such con- 
cerns do not necessarily fall within the classifications at 
which the tax was originally directed, so that it is im- 
possible to formulate a single rule for discovering which 
of them would be affected most. The tendency of a 
given industry to follow a definite pattern provides a 
partial guide, but a wide variety of special considerations 
makes it necessary to analyze each company by itself 
before the effects of the tax can be appraised with 
finality. 

A partial list of companies which would be hit hard 
by a 6 per cent tax limitation on invested capital includes 
shipping, shipbuilding, aircraft manufacturing, food and 
drug products, soft drinks, shoe chains, brewing and to 
a lesser extent such heavy consumer goods as automo- 
biles, refrigerators and sewing machines. Some of these 
are in the forefront of arms manufacturing. Most, how- 
ever, stand to be adversely affected by the war, while 
many, which have reached their present positions by 
concentrating a large part of their spending on consumer 
advertising, now find their lack of invested capital a 
serious handicap. 

Within these industries, moreover, the effects of the 
tax would be by no means uniform. There is a great 
difference, for instance, between the status of General 
Foods, which has an indicated credit of $2.47 a share as 
compared with 1941 earnings of $2.56, and Standard 
Brands, which would be limited to a net of 29 cents a 
share on a 6 per cent basis, although now earning more 
than double that amount. The discrepancy is even 
more marked in the case of Cream of Wheat, which 
would have an exemption of 36 cents a share, earned 
$1.87 in 1940 and probably reported approximately 
$1.80 in 1940. Similar cases can be picked from almost 
any industry. They merely serve to demonstrate the 
danger of any generalized rules. ; 

The difficulties of generalization are again illustrated 
by those companies which would be relatively well off 
with a 6 per cent credit limitation. While such a tax 
would effectively eliminate war profits in the highly 
vulnerable airplane manufacturing, shipbuilding and 
machine tool industries and would curb them ma- 
terially in the converted automobile, auto equip- 
ment, electrical product and office equipment trades, 
it would leave many of the war industries relatively 
untouched. 

War stimulated industries, which would be compara- 
tively lightly burdened by the 6 per cent limitation in- 
clude copper, lead and zinc mining, steel manufacturing, 
meat packing, shoe manufacturing, coal and petroleum 
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extraction, rails and rail equipments. As opposed to 
those consumer lines where the investment is in good 
will, these companies have invested heavily in plant and 
equipment. The favorable comparison is accentuated 
by the fact that these industries operated at relatively 
low levels throughout the depression and only within the 
last year or two have moved into the higher income 
brackets. In these cases the substantial exemptions 
provided by large capital investments is on occasion 
capable of being translated into even further earnings 
gains. Two industries, the rails and utilities, stand out 
in this category. With few exceptions the carriers and 
power and light companies could report net higher than 
any yet earned before they would be affected. As al- 
ways, however, the rule can not be generalized. Based 
on a 6 per cent limitation on invested capital, Chesa- 
peake & Ohio, which earned $5.87 in 1941, would have 
to pay the government everything in excess of $2.80 a 
share. American Telephone & Telegraph could barely 
earn its $9 dividend. 


Other Exemptions 


The gamut of relatively exempt industries is not com- 
pleted with those engaged in the war effort. Sugar re- 
fining and producing companies have a relatively high 
exemption. Department stores and chains as a whole 
have substantial property investments and could re- 
port larger earnings before becoming subject to the 
tax. Mail order houses, textile manufacturers, bus 
lines, cement companies, bakers and a large number 
of individual concerns like Diamond Match, Western 
Union, National Enamel & Stamping and American 
News could at least hold earnings near to 1941 levels. 

Beyond these is a wide range of companies which seem 
to be more or less incapable of general classification. 
The status of these concerns varies from practical in- 
vulnerability to a very small exemption. Based on a 
study of a large number of them the average cut from 
indicated 1941 net would be in the neighborhood of 50 
per cent. Yet each must be examined individually to 
determine its exact position. And here as always the 
appraisal must allow for final definition of the tax base, 
possible changes in business practice, limitations of 
profits on government contracts and a wide variety of 





Tax Status on the Basis of a 6 Per Cent 
Limitation on Sales 


Actual Net Per Share 
1941 Based on 6% limit- 
Company After All Taxes ation on Sales 


Bethlehem Steel $9.85 

Chesapeake & Ohio 5.87 

Cluett Peabody 4.13 

Consolidated Edison 2.00 

Endicott Johnson 5.51(n) 

International Harvester 6.94(0) 

SIT Dire 00:5 rcs oce's somes es 5.06 

Johns-Manville 8.38 

Lone Star Cement 4.30 

Owens-Illinois Glass 3.40 2.82 
2.90 10.19 


(n)—Year ended November 30, 1941. (o)—Year ended October 31, 1941. 
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6 Per Cent Limitation on Invested Capital 


Actual Net Per Share 
After Taxes 
1941 


6 Per Cent Return 
on Invested Capital 
$0.98 
6.96 
3.60 
3.63 
8.30 
4.30 
0.74 
9.01 
1.50 
2.80 
2.42 
2.38 


Company 


American Chicle 
American Sugar Refining 
Atlantic Refining 

Atlas Powder 

Bethlehem Steel 
Bigelow-Sanford 
Bristol-Myers 

CRB ha pts cc uinix clasvaw et dnnee bees 
Caterpillar Tractor 
Chesapeake & Ohio 
Chrysler Corp 

Cluett, Peabody 
Coca-Cola 

Consolidated Edison 
Cudahy Packing 
Curtiss-Wright 

Endicott Johnson 
General Cigar 

Glidden Co 

Goodyear Tire & Rubber 
Hercules Powder 

Hinde & Dausch Paper 
Industrial Rayon 
International Harvester 
International Shoe 

Jewel Tea 
Johns-Manville 

Kress, (S. H.) & Co. 
Kroger Grocery & Baking 
Lee Rubber & Tire 

Life Savers 

Liggett & Myers Tobacco 
Lima Locomotive 

Lone Star Cement 
Mueller Brass 

National Biscuit 

National Acme 

National Steel 

Newport News Shipbuilding 
Owens-Illinois Glass 


Republic Steel 

Reynolds (R. J.) Tobacco.............. 
1.54(0) 
2.90(0) 


(n)—Year ended November 30, 1941. 


E—Estimated. (0)—Year ended 


October 31, 1941. 





other proposals which may be presented during the Con- 
gressional tax debate. 

Perhaps the most important “unknown quantity” in 
the appraisal of the effects of a 6 per cent profits limi- 
tation is the uncertainty over what might be included 
in the tax base. Mr. Morgenthau did not define inyested 
capital when he made his proposal. The 1941 Revenue 
Act says it consists of equity capital plus one-half of 
borrowed capital. Possibly this is what the Secretary of 
the Treasury had in mind. Yet until Congress deter- 
mines whether all or part of borrowed capital is in- 
tended for inclusion, whether the tax is to be levied 
before or after normal or surtaxes and a number of 
similar questions, the final effects on investment policy 
can not be judged. 

Secondary, but still important, uncertainties include 
a wide variety of proposals that have already been made 
and some that will not be known until the tax debate 
gets under way. 

Among those known is the question of the best method 
of treating companies now operating government plants. 


MARCH 7, 1942 


Management fees obtained under such contracts con- 
tribute, of course, to net income, but the plant itself 
can not be included in the tax base. Many companies 
could see their fees wiped out, unless they were given 
special consideration in the event of an invested capital 
tax. 

A second question would affect only the extractive 
industries. It has been suggested that metal and coal 
mining and petroleum companies be forced to reduce 
their depletion allowances. The proposal is not regarded 
as a serious threat, since the reduction, if any, would 
probably be small. It would, however, increase the 
amounts available for taxes. 

More interesting, perhaps, is the acceleration of the 
tendency to adopt accounting practices that eliminate 
inventory profits. Since the Treasury approved the 
Last-in, First-out method of treating inventories more 
and more firms have used this means of safeguarding 
themselves against potential losses. The method, in- 
cidentally, has the effect of reducing earnings available 
for taxes. Under present conditions it has accordingly 
gained wide acceptance. Its use would probably be fur- 
thur accelerated in the event of an invested capital 
tax. 

More significant, however, is the proposal to limit 
profits on government contracts recently dumped into 
the lap of Congress by the Supreme Court decision 
validating the so-called “exorbitant” earnings of Beth- 
lehem Steel during the last war. So far this decision has 
not resulted in an outright tax proposal and it is un- 
likely to do so, since any legislation is more apt to 
take the form of a limitation of earnings before 
rather than after taxes. This, to a large extent, renders 
any judgment of what is in store difficult at the present 
time. 


Taxes in Relation to Sales 


The examination of the effects of a tax based on sales, 
however, has some interest for its revelations as to the 
relative positions of various companies in the war effort. 
As shown in the accompanying table, the effects of such 
a tax would be highly favorable to those firms with large 
government orders, but in other instances it would tend 
to hold earnings at or near present levels. In the case 
of huge billings, a 6 per cent limitation would permit 
profits all out of proportion to those now being earned. 
This, in itself, is sufficient reason for discarding the idea 
as a tax possibility unless the rates were considerably 
lowered. But it does not eliminate the probability that 
some sort of profit limitation on government work will 
be enforced. 

Granting, however, the fact that legislation enacting 
a straight invested capital tax is unlikely and that, even 
if it were placed in operation, its effects could not be 
judged with complete accuracy at the present time, the 
probability that the proposal itself will exert a consid- 
erable influence on whatever law is finally passed justi- 
fies a consideration of its potentialities in the formula- 
tion of an investment program. 

Whether it would be wise to base investment policy on 
the expectation of a 6 per cent limitation to the exclu- 
sion of all other tax considerations is open to question. 
Yet it would be quite safe, (Please turn to page 624) 
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Convert or perish. That ruthless but essential edict 
by the War Production Board will drop before American 
industries in growing number. More and more industries 
must be fully converted to war production, if not co- 
operatively, then forcibly. WPB prefers to convert 
plants on their own premises, rather than yank out 
equipment and transplant workers. But the grim job 
will be done, one way or the other. In the case of some 
industrial establishments, conversion will be gradual. 
With others it will be abrupt. WPB trend in this direc- 
tion is determined, concise and encouraging. 


New Deal bureaucrats remain woefully immune from 





Washington Sees: 


War news will be worse a long, long time be- 
fore it's better. 


Sharp public criticism of how the war is being 
fought will not change the President's strategy. 
America will fight only a delaying action in the 
Far East while rendering lend-lease aid to Britain 
and Russia. Grim—but very real—is the possi- 
bility the United Nations may suffer complete 
defeat in the Pacific. This would compress Amer- 
ican forces within Western Hemisphere confines. 
The war would be lengthened. 


Lone Far East hope appears to hinge on a more 
realistic British attitude toward India. India 
would rise in arms as an Indian Ocean bastion 
for the United Nations should London pledge her 
freedom. But if India is to remain a conquered 
country, Indians in general will not object very 
strenuously to exchanging a white monarch for 
a yellow emperor. 


The White House before long will probably 
urge upon Churchill the necessity of bargaining 
with India. 








BY E. K. T. 





WPB realism. With mechanical refrigerator production 
ordered ended, the Federal Works Agency has resumed 
installing such ice boxes in defense homes—even de- 
mountable houses. Last year Congress ended embellish- 
ment of Federal defense worker homes with such luxury 
gadgets as electric coolers. But now the FWA is at it 
again. Watch for Congressional lightning! 


Mail subsidies paid leading airlines may be shortly 
whittled down. Existing law makes this inevitable, 
penalizes efficiency. Efficiently-operated lines receive 
lower rates than less efficient contemporaries. Execu- 
tives grumble, but there’s no change in sight. 

Price bonus for petroleum is likely. Months ago in- 
dustrial consultants saw the wisdom of this. They met 
O P A derision. Now W P B is confronted with boom- 
ing demand, shrinkage in proven underground reserves, 
fading Far East supplies. A premium to stimulate new 
discoveries and production looks unavoidable—just like 
the pattern for copper, lead, and zinc. 


Pension jitters in Congress have wrecked White House 
plans to speed through the billion dollar pork barrel 
waterways bill, including the St. Lawrence Seaway and 
Florida Ship Canal. Democratic steersmen have told 
Roosevelt the measure can’t be passed now, that Con- 
gressmen are too wary of public criticism since the past- 
ing they got on pensions. The bill won’t be called up for 
a long time, perhaps not this session. 


Industry is out of the public’s doghouse. While politi- 
cians have quibbled, industrial management has done a 
miraculous job of converting corn fields into munitions 
plants. Public appreciation has resolved itself into mail 
stacks to Congressmen, and Congress will respond with 
less persecution of the profit motive. But around the 
White House social reforms will continue to pop up 
like burps in the defense program. Roosevelt and his 
men still talk of copperheads and rumors and rumor 
factories, still strive to blur state lines with centralizing 
legislation and court rulings. No moratorium can be 
hoped for. 
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Unemployment compensation federalization has been 
blocked by a strange coalition of lawmakers. Northern 
industrial Congressmen oppose it because payroll taxes 
would be siphoned into the South. Southern legis- 
lators oppose it because they would lose the patronage 
plunder of state unemployment compensation systems. 
Striking in unison, these two factions have smashed 
the Administration’s undercover plan to federalize state 
systems by pretense of caring for war displaced workers. 
The reformers will try again, will lose again. 


Simon Lake, submarine pioneer, is buzzing about un- 
responsive official ears with horsefly tenacity. Lake 
argues the only way to elude submarines is with other 
submarines. He wants to prove it, but the Navy and 
Maritime Commission have bounced him. Lake has 
designed two novel under- 
sea craft—a cargo subma- 
rine and an amphibious 
submersible. These, he 
preaches, can win the bat- 
tle of the Atlantic. Tough 
talking Maritime Commis- 
sion Chairman Land has 
blasted his doctrine as im- 
practicable. The Navy has 
brushed him off just as 
brusquely, but Lake re- 
fuses to be disposed of. He 
continues to knock on 
doors, push bells, may ulti- 
mately get attention from 
somebody willing to con- 
sider unorthodox war 
making. 


Long war prospects dim 
the hope any small indus- 
try can survive unless 
converted to production of war or essential civilian 
goods. Possibility raw materials might be earmarked 
even in minute quantity for non-essential manufactur- 
ing wanes as tempo of the war effort rises. Pooling may 
muster many small plants into the defense program. 
But others will be exterminated, their machines and men 
moved into other establishments. 

Dehydrated meat for British meat pies. That's the 
newest goal of dried food research. Agriculture Secretary 
Wickard is using part of a $44,000 appropriation to ex- 
plore the shredding and dehydration of meat for export 
to England. It would save tonnage. Further, confides 
Wickard, the English use a lot of meat for pies and 
things of that kind. Wickard thinks dehydration of 
eggs has been developed to a point of satisfaction, 
talks about placing these on store shelves in four-ounce 
packs. 


T.W. A. Photo 


Big holes in the price control law may be effectively 
plugged by Price Administrator Henderson, congres- 
sional desire to the contrary notwithstanding. Already 
the Administrator has a working agreement with Secre- 
tary Wickard which strengthens his control over farm 
prices. He’s maneuvering for similar liaison with the 
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Commercial air transport faces tighter squeeze in equipment 
and lower mail subsidies. 


National War Labor Board to keep the labor factor of 
inflation within bounds. Roosevelt spanked Wickard 
into the Henderson alliance. Whether the President can 
deal the N WLB into Henderson’s hand pivots on his 
own inclination—unknown as yet—plus his ability to 
make a deal with the unions. One thing is obvious— 
the NWLB won’t play Henderson’s game unless 
nudged by the White House. 


Labor leaders face failure in their drive to tail wage 
scales to the cost of living kite. They’re demanding 
wages be increased in the same ratio as the living cost 
index. They’re being told—and brusquely enough— 
to go shout up some other rain spout. Labor will 
learn soon it can’t duck war sacrifices any more 
successfully than can other elements in our economy. 


Non-defense saving re- 
mains out of sight, ob- 
scured by Administration 
buck passing. The Presi- 
dent won’t cooperate. He 
banters, scorns the “bright 
boys” who talk vaguely 
about penny saving with- 
out submitting blueprints. 
But the bright boys are 
mad and Mr. Roosevelt is 
apt to have some econo- 
mies thrust under his pen. 
They will be pitifully in- 
capable of wiping much of 
the red smear from the 
Federal ledger, can be only 
a symbol of hope. 


Supreme Court action on 
a lower court ruling great- 
ly broadening the com- 
merce clause as it affects the Fair Labor Standards 
Act is awaited with lively interest. The minor court 
held that elevator operators and charwomen in a build- 
ing with a loft in which goods marked for interstate 
commerce were stored would be subject to the Fair 
Labor Standards Act. The court reasoned that 
operations of the charwomen and lift operators gave 
the stored goods a competitive advantage in interstate 
commerce, and that hence such workers were subject 
to Federal law. This construction, if sustained by the 
Supreme Court, would stretch the elasticity of congres- 
sional supremacy over the states to a degree not here- 
tofore contemplated by Washington lawmakers. 


Manufactures census, called for in 1943 by existing law, 
is to be postponed for the duration. Census Bureau 
first sought to defer the census by quiet legislation. 
The word leaked and protests hit Congress by the bale. 
But the President can call off the survey without legis- 
lative permission. 


Synthetic rubber plants in this country will be decom- 
missioned after the war. That official assurance is being 
relayed to Latin America by authorized mouthpieces. 
Our southern neighbors fear (Please turn to page. 628) 
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HOW WILL YOU 


OUR MAXIMUM 





FARE UNDER 
WAR EFFORT? 


BY A. BANCROFT WELLS 


; ee other things which the war has definitely elim- 
inated are the smug phrases “business as usual,” as ap- 
plied to our industrial life, and “status quo,” regarding 
our standard of living. The Japanese bombs that played 
havoc with American defenses at Pearl Harbor likewise 
destroyed the way of life we had been accustomed to 
for generations. 

Just how we will fare under a maximum war effort 
depends, of course, on how long it takes to win the war. 
When a nation is devoting 50 per cent or more of its 
total economic effort to fight a war, as we will no doubt 
be obliged to do before the struggle terminates, war and 
sacrifice become synonymous. Although we have been 
a belligerent a comparatively short time, we have before 
us the picture of what war has done to disrupt the lives 
and the economies of England, Canada and Australia, 
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English-speaking nations whose problems and economic 
policies closely parallel our own. 

A nation like ours, geared especially for peace, unlike 
many European peoples, always more or less war-con- 
scious, feels the “change-over” more acutely. Here, 
where free enterprise has not only been the watch-word, 
but the incentive to progress and economic supremacy, 
the volte face to governmental control or supervision; 
restrictions and licensing practices, withdrawal of staple 
articles from general consumption, depletion of income 
from investments, and partial elimination of competitive 
methods is more difficult to grasp and appreciate than 
the danger of bombs, air raids, and the fact we may be 
obliged to take up arms. Americans have always been 
prepared, if they must, to take up arms in defense of 
their way of life. But drastic alterations in civilian 
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modes of living and economic restrictions, are more dif- 
ficult of comprehension. 

In fact, even now, with certain rationing and restric- 
tions in force, and others about to become effective, a 
vast majority of Americans ate still unaware of what 
an all-out war will mean. While it is true that Aus- 
tralia, under the leadership of Laborite John Curtin, is 
considerably more “left wing” than our government, 
and Australian restrictions and war measures must be 
judged to some extent on that basis, Canada and Great 
Britain have governments which, both in temperament 
and in practice, are more or less similar to our own. 
Therefore, for the sake of clarity, any comparison of our 
war effort with those of our allies, should stress Canada 
and England, rather than Australia. 

As a nation we are, for the purpose of economics, di- 
vided into three distinct categories; the investor, the 
businessman and the consumer. In many instances the 
same person is all three, and, of course, both the investor 
and the businessman are consumers. The investor, in 
most instances, is the most bewildered under war-time 
conditions. Under our system of free enterprise the 
investor has been accustomed to seek certain time- 
proven forms of investment for surplus capital. Invest- 
ments were made on two primary bases; appreciation or 
income, or sometimes both. Income being the most im- 
portant form of investment, and the hardest hit, a quick 
glance at the why and wherefore reveals the simple fact 
that income, predicated upon invested earnings, the 
price of money and ordinary principles of good business, 
could, under normal conditions be prognosticated with 
moderate reliability. After determining potential yield 
the investor sought safety, or vice versa. He had a wide 
choice of investments running the gamut from utilities 


and government or municipal issues to industrial or 
mercantile securities. He had a definite market gauge 
and other information to guide him—now normal eco- 
nomic relationships are largely suspended and the fun- 
damental law of “supply and demand” no longer exists. 
The demand is there, but supply is the problem. 

Supply, of course, is governed by priorities for war 
purposes, allocations of materials, and actual shortages 
of materials imported from the zones of combat. That 
factor, supplemented by sharp increases in taxes, ceil- 
ings on profits, and large corporate taxes, place barriers 
to income which completely alter the customary methods 
of ascertaining potential yield. 


War Hampers Small Business 


As the same condition exists, to a greater or lesser 
degree in the British Commonwealth of Nations, a com- 
parison on that score adds little to the general picture 
except the fact taxes are higher, earnings more limited 
and a greater proportion of capital and resources are 
being devoted to exclusive war effort. 

The businessman is vitally concerned with war effort. 
A shortage of marketable goods, curtailment of buying 
and price fixing definitely react adversely to the gains 
which should accrue from increased general income and 
what should have been greater buying power following 
on the heels of years of widespread unemployment. 
Ration books for staple commodities, like those now in 
preparation for the purchase of sugar, and which have 
been in use for all commodities almost since the start of 
the war in England, are a likelihood here. Then the 
price of goods ceases to be all-important. What differ- 
ence does it make if prices are high or low, on, let us say, 
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shoes or overcoats, if it takes numerous coupons to buy 
a pair of shoes or an overcoat? That means no shoes 
or overcoats will be sold except to those whose needs 
are pressing, or who can afford to purchase them by 
sacrificing coupons valid for other clothing needs. 

Much of the volume of business done here is due to 
the sale of unnecessary articles, luxuries or merchandise 
influenced by style trends. If our merchants were 
wholly dependent upon the sale of absolute necessities, 
not only would business volume be much reduced, but, 
as a consequence, production of endless numbers of ar- 
ticles would of necessity dwindle, resulting in wide- 
spread unemployment and deep cuts in our productive 
wealth. With a nation expending 50 per cent of its in- 
dustrial energy manufacturing non-competitive war ma- 
terial sold directly to the government, the problem arises 
as to whether the remaining 50 per cent will be able, 
with priorities and allocations still to be considered, to 
produce sufficient non-essentials to maintain mercantile 
standards on anything approaching an even keel. 

In Canada things have been better than in the British 
Isles. First of all Canada went into the war with an 
acute unemployment problem. War industries swiftly 
solved that problem and even made it necessary to im- 
port considerable American labor. Purchasing power 
increased in Canada despite heavy rises in taxes. And, 
to make the picture even more rosy, access to American 
factories and their products, was uninterrupted. As 
long as Canada could depend upon this country for her 
supply of non-essentials as well as for assistance in the 


manufacture of war supplies the percentage of her man- 
power employed in war work did not seriously affect her 
economic situation and improved ours. 

But things have changed. We can no longer, or soon 
will be unable, to supply these non-essentials to either 
Canada or ourselves in anything like the customary 
quantities. Therefore, Canada, and the United States, 
will suffer from a shortage of merchandise for popular 
purchase and one of two things will transpire. More 
persons will be employable for war industries (many of 
whom will find such employment), or unemployment 
will rise and prove a serious drain on the nation’s re- 
sources. 

But the United States is a long, long way from a pos- 
sible saturation point in manpower, although it is ex- 
tremely likely that before the war ends the shortage in 
raw materials will be less than the shortage of man- 
power. In 1918 our war effort required considerably 
more manpower than we are expending at present. Out 
of every 1000 persons, then, 40 men were in the armed 
forces, and 21 women and 68 men were employed as 
war workers. That makes a total of 129 persons out of 
every 1000. What is our present situation? At the 
start of this year 16 men out of every 1000 persons were 
in the armed forces, four women and 37 men were en- 
gaged in war industries, for a total of 57 per 1000. 

When we break some of these figures down we find 
that today our armed forces consist of 2,080,000 men; 
in governmental service we have 4,160,000; self-em- 
ployed, 6,240,000; employed in trade, 7,280,000; in agri- 
culture, 8,840,000; transportation — ser- 
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vices and construction, 9,360,000; de- 
fense industries, 2,600,000, and other 
manufacturing, 10,400,000. These fig- 
ures will, naturally, be changed consid- 
erably as our war effort increases. 

Our armed forces will be raised to ap- 
proximately 7,000,000 men, including 
homeguards, etc., who will be unable to 
devote full time to normal pursuits. Our 
defense industries, likewise, will expand 
and the number of women employed in 
the war effort will increase considerably. 
Now where are those increases coming 
from? Naturally from the ranks of 
“other manufacturing,” the “self-em- 
ployed,” and the army of unemployed 
still existing, and, in a more limited 
sense, from transportation services and 
construction. 

A glance at the rationing we are 








(8,840,000) 
confronted with—repair materials, elec- 
tric power, fuel oil, tires, gasoline, rail 
eae and ship transportation, sugar, tin, 
CONSTRUCTION paper, steel—to name some, is a certain 
(9,360,000 guide to where the additional defense 
labor will be drawn. By the close of 
id DEFENSE INDUSTRIES the year it is assumed that 15,000,000 
fh (2,600,000) will have been put into war production. 


This means a shortage of labor in other 
fields. The War Production Board will 
seek to enact some voluntary, or other 
plan, to shift labor to needed points. In- 
dustries not (Please turn to page 623) 
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What I9SAI Reports 
Disclose for 1942 


(PART III) 


Increased Need for Cash Modifies 


Dividend Prospects 


BY WARD GATES 


A VITALLY important fact shown by the year-end bal- 
ance sheets now available is the radically changed posi- 
tion of a great many active corporations with respect to 
financial liquidity. 

To understand the significance of this, and its relation 
to prospective corporate dividends, one could not do 
better than take a close look at what has happened to 
the financial position of the Chrysler Corporation. It is, 
of course, an extreme example—reflecting the drastic 
conversion of a giant consumer goods manufacturer to 
exclusive war production—which is why it was selected 
to emphasize our theme of the growing scarcity of cash 
in corporate bank accounts. 

Out of 1941 earnings, after paying dividends at the 
rate of $6 per common share, Chrysler had a “surplus” 
of about $14,000,000. This figure is shown as dollars on 
the books, but what happened to the actual money? 

As a matter of fact, Chrysler ended the year with 
about $25,000,000 less in cash items—including market- 
able securities, Treasury tax notes, ete-—than it had had 
at the end of 1940. Inventories and receivables were 
increased by about $40,000,000. These are perfectly 
good assets, but their increase is necessarily a drain on 
cash. Indeed, the company used all of its surplus 1941 
earnings, plus $25,000,000 of cash previously on hand, 
plus about $5,000,000 from depreciation account to 
finance increased working capital needs in handling both 
a vastly swollen volume of business and in speeding con- 
version of facilities to exclusive war production. 

Nor is that the end of the story. The company’s in- 
creased need for cash in 1941 was as nothing compared 
to the increased need that will be felt this year and next 
as Chrysler pours out a volume of war goods in com- 
parison with which its normal automobile production 
was relatively small. So the company has arranged a 
bank credit, through a great number of institutions, 
amounting to $100,000,000—by far the greatest “com- 
mercial loan” ever set up by any single corporation in 
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all our successful financial history. 

Because of the need to conserve cash, the company 
has reduced its quarterly dividend from $1.50 to $1—a 
$4 annual rate instead of $6. Yet it is not surprising 
that neither the dividend reduction nor announcement 
of the huge bank loan had any adverse effect on the 
market price of Chrysler shares. On the contrary, they 
have currently rallied to the best recovery levels in 
many weeks. The reason is two-fold: (1) Payment of 
a quarterly dividend as high as $1 and willingness of 
the company to borrow $100,000,000 on its own credit 
in normal banking channels, rather than seek working 
capital cash from the Government, testifies to the confi- 
dence of the management that it has a better earnings 
outlook on war business than the investment consensus 
had allowed for; and (2) even at a $4 dividend rate the 
available yield was very high on lowest previous prices. 

In passing it may be noted that Chrysler will “make 
hay” out of this huge bank loan in more ways than one. 
It is patriotism—and smart public relations—these days 
to go all out financially in the war effort, as well as other- 
wise. And it surely is all-out financing when a company 
like Chrysler— which for years had made a fetish of 
maintaining an exceptionally liquid position and avoid- 
ing debt like the plague— suddenly borrows $100,000,- 
000 to handle its war volume and doesn’t get it from 
Washington. 

Several other companies with high 1941 earning power 
have also reduced dividend distributions for the an- 
nounced purpose of conserving cash against increased 
working capital needs. They include General Motors, 
Brewster Aeronautical and American Rolling Mill. You 
can be quite certain that fairly numerous additions will 
be made to the list in coming months. Yet it should be 
observed that when increased cash needs, rather than 
reduced earning power, dictate conservatism in dividend 
policy, the decision almost invariably is a fair and rea- 
sonable compromise and by no means a depression cut 
in distributions. 

When a company finds itself confronted today by need 
of greatly augmented cash resources, there are only two 
ways of solving the problem: (1) To borrow from the 
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banks; (2) to raise additional capital by security financ- 
ing. Companies which have recently elected to follow 
the second course include Westinghouse Electric, United 
Aircraft and Dresser Manufacturing. Shareholders of 
National Distillers have recently approved a preferred 
stock issue. Also preferred stock financing by Monsanto 
Chemical and Liquid Carbonic is reported in the offing. 


Bank Loans Advantageous 


At present general market levels, equity financing is 
not practicable in the overwhelming majority of in- 
stances. The disadvantage of financing through bonds 
or preferred stock—from the point of view of the equity 
investor—is that a new or additional long-term prior 
claim on earning power is set up ahead of the equity 
stock, diluting its value. That is why in case after case 
senior security financing in recent months has had an 
adverse market effect on the equities involved. This 
probably will continue to be so; and when you notice 
any company announce intention to sell additional se- 
curities you can expect—to put it mildly—that the out- 
standing equity shares will not be helped thereby! 

Bank loans to finance increased volume needs are a 
much different matter. They are nearly always short- 
term, carry a low rate of interest and meet merely a 
transitional need. For instance, as Chrysler reaches 
maximum war production, deliveries and cash payments 
therefor will increase, inventory will stabilize or decrease, 
bank loans will be progressively reduced and more nor- 
mal relationship will be restored among the current asset 
and current liability items. 

Just as the Chrysler case illustrates an individual situ- 
ation, the week-to-week banking statistics on the volume 
of business loans gives one the over-all picture. For the 
most recent week the Federal Reserve member banks 
in 101 leading cities reported total outstanding business 
loans of $6,889,000,000, an increase of $1,689,000,000 or 
more than 23 per cent from a year ago and the highest 
level since 1930. Business loans of the larger New York 
City banks have expanded by approximately one-third 
over the past twelve months. 

Enlarged inventories constitute the most important 
single factor accounting for the drain on cash. But there 
is another cash problem looming up in no small fashion 
as this is written. Corporate income taxes, like indi- 
vidual income taxes, have to be paid in cash; and the 
payment due on March 15 will be the largest in many 
years. For instance, at the end of 1941 American Can 
Company had on hand cash amounting to $17,756,000 
but reported Federal tax reserve of $18,700,000. In 
other words, it did not have enough cash at that time 
to meet its full income tax liability. Many companies 
are in the same position—but, like you and I, they can 
pay the tax in installments, they can apply some of this 
year’s cash receipts toward it and, if necessary, they 
can temporarily borrow from the banks. At any rate, 
Uncle Sam will get his corporate tax money—and stock- 
holders in the aggregate figure to continue receiving their 
dividends at something better than a fair to middling 
rate, a rate moderately under 1937 levels and probably, 
on an average, about equal to the pretty good year 1940. 

In this series of articles we have insistently empha- 
sized the factor of prospective volume in relation to in- 
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Companies Showing Increase in 1941 Earnings 
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creased taxes and corporate earning power. The bigger 
the future volume gain that can be counted on, the 
greater a corporation’s ability to pay higher taxes with- 
out impairment of present earning power or even with 
further earnings expansion. The case of Bendix Aviation 
is a most striking example. In the fourth quarter of 1941 
this company’s Federal taxes amounted to more than 
82 per cent of total earnings before taxes—yet it had 
left $1.47 per share for the common stock or equivalent 
of $5.88 per share on an annual rate. Now it was stated 
a few days ago that Bendix sales for 1941 exceeded 
$156,000,000; that present plans require 1942 production 
of $500,000,000; and that in 1943 production should in- 
crease to more than $1,000,000,000! It is hard to believe 
—but that is how the president of the enterprise was 
quoted as seeing its volume outlook. Suppose taxes are 
further increased. So what? Assuming the operating 
profit margin is not substantially reduced by lower prices 
or higher costs—and the assumption is valid because 
vast increase in unit volume will make for increase in 
operating efficilency—the company on a $500,000,000 
1942 volume in all probability would earn more profit 
than for 1941 even if Federal taxes took 90 to 95 per cent 
of earnings before taxes. 

It need hardly be said that very few companies have 
a volume-profit prospect anywhere near this. Industries 
with the best relative volume-profit outlook, as com- 
pared with 1941, include aircraft, shipbuilding, machine 
tools, ordnance, rail equipment and railroads. The poten- 
tialities in aircraft are strikingly illustrated by the Doug- 
las Aircraft report. Despite radically higher taxes, net 
profit came to $30.29 per share, against $18.05 per share 
in 1940. 

True, in this case, it is officially stated that about 
88 per cent of the year’s profit was obtained on business 
with foreign governments and that sales to the U. S. 
Government produced an average profit of only 1.3 per 
cent. The implication is that when Douglas business is 
exclusively for the Government the total profit will be 
much less favorable than it was last year. That may 
or may not be. 
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In the first place, as the shift is made from foreign to 
domestic sales, the Government undoubtedly will per- 
mit a profit margin exceeding 1.3 per cent of sales vol- 
ume. In the second place, as volume is greatly increased, 
unit operating costs will tend to decline and profit mar- 
gin to increase. Suppose future net profit averages, say, 
5 per cent on sales—which seems reasonable—instead 
of approximately 10 per cent, as it did last year. In that 
case earning power of $30 a share would be maintained 
if volume were double that of 1941. It so happens that 
1941 volume was three times that of the previous year. 
Naturally tripled production annually cannot be main- 
tained—but it would be somewhat surprising if 1942 
output failed in this case to exceed that of 1941 by at 
least 100 per cent. 


Non-defense Industry Outlook 


Naturally, there are many examples that point in the 
opposite direction. Especially in the whole field of con- 
sumption goods or other industries not deriving dynamic 
stimulus from war activity, the volume outlook ranges 
from fair to drab; and the probable further increase in 
Federal taxes will lower 1941 earning power with rela- 
tively few exceptions—of which motion pictures and 
hard liquor may be instances, provided the tax boost is 
not too severe. 

General Foods, for instance, is an above average con- 
sumer goods company in that it has enjoyed a relatively 
strong growth factor. Sales last year were not only the 
highest in the company’s history but 18 per cent higher 
than for 1940. Yet, due chiefly to higher taxes, net 
profit was only $2.56 per share, against $2.77 for the 
previous year. It is true that a goodly part of the differ- 
ence was accounted for by a special reserve set up 
against probable or potential property losses in the Far 
East, but even so practically all the benefit of the year’s 
large increase in volume would have gone to the Gov- 
ernment in taxes anyway. It need hardly be said that 
few, if any, enterprises of this type can expect 1942 
volume gains equal to those (Please turn to page 625) 
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Attractive Preferred Stocks 
With Arrears 


Offering Further Promise of Appreciation 


BY PHILLIP DOBBS 


an of corporate earning power over the past 
year or so has been particularly beneficial to numerous 
cumulative preferred stock issues on which arrearages 
had been built up during the long stretch of restricted 
operations which featured much of the period since 1929. 
According to figures recently released by the New York 
Stock Exchange, last year marked a substantial reduc- 
tion in the amount of back dividends still due holders 
of such issues. Out of 116 issues having back dividends 
at the beginning of 1941 totaling some $1,000 million, 
the number of issues had been reduced to 98 by the end 
of the year and the amount of arrears still to be pro- 
vided for to $970 million, approximately. 

While these figures are most encouraging, they only 
partially reveal the extent to which earnings on many 
such stocks have recovered. Individual considerations 
have thus far dictated against any reduction in arrears 
in numerous instances, despite the fact that earnings 
have recovered to levels which of themselves would have 
permitted sizable payments. Such restrictive factors are 
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Attractive Preferreds with Arrears 
= Earnings Paid Segenieme Recent 
= Per Share 1941 rrears i 
: *American Locomotive Co. (12 mo. 
7% Cumulative Pfd......... $10.29Sept.) $7.00 $42.75 
Armour & Co. (Illinois) 
$6 Prior Cumu. Conv. Pld... . 21.30 1.50 21.00 
*Byers (A. M.) Co. 
7% Cumulative Part. Pfd..... 24.53 17.50 19.25 
*General Cable Corp. 
7% Cumulative Pfd......... 18.86(9 mo.) 7.00 52.50 
General Steel Castings Corp. 
$6 Cumulative Pfd............ 27.25(9 mo.) 1.50 61.50 
Minn.-Moline Pwr. Imple. Co. 
$6.50 Cumulative Pfd....... 21.04 6.50 39.25 
*National Supply Co. 
8 a err 13.71(9 mo.) 9.75 6.00 
Pere Marquette Ry. Co. 
5% Cumulative Prior Pfd...... Maree? a Gass 20.00 
*Wilson & Co., Inc. 
$6 Cumulative Pfd.......... 21.80 10.50 3.00 
Warner Bros. Pictures, Inc. 
$3.85 Cumulative Pfd....... 54.50 3.85 33.6834 
* These issues attractive on basis current dividend payments with most already 
= showing progress in clearing back dividends. Relative quality of each issue may 
fS be roughly gauged as being in direct proportion to market price. 
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numerous, but one quite common to many organizations 
at the present time is the need to build working capital 
to a level commensurate with the current and prospect- 
ive business volume. For that reason it is not uncommon 
to uncover cumulative preferred stocks on which the 
earnings per share during the past year were in excess 
of the total amount of back dividends and yet on which 
no dividends were paid. Pere Marquette Ry. 5% cumu- 
lative prior preferred listed in the accompanying table 
is an issue of this type as may be seen by a comparison 
of the reported earnings for the latest year with the 
amount of the arrears on the stock. While conditions 
in the industry or in the individual company itself may 
dictate a further delay in taking dividend action, the 
fact that earnings are in a strong uptrend suggests that 
the time is approaching when the stockholder may rea- 
sonably anticipate restoration of payments. 

In some instances also there have existed maturity 
problems which had to be provided for before it would 
have been prudent to make any substantial distribution 
to preferred stockholders even though earn- 
ings would of themselves have indicated such 
action. Then, too, the amount of accumula- 
tions on outstanding preferred stocks have 
sometimes reached levels making any attempt 


Price at cash payments in clearing arrears out of 


the question since the drain on working capi- 
- tal would be too great. Where such a situa- 
65 - tion exists, it has been the practice in the past 
- to arrive at a settlement of back dividends 


89 


ts = through an exchange of stock usually bearing 
” - a lower dividend rate, with accruals on the 
14 - old stock being taken care of through issuance 
" = of additional shares. That policy will doubt- 


- less continue as the most logical way of sat- 
68 - isfying the claim of old stockholders and 
- avoiding any weakening of the company’s 
- own working capital position. 

66 : All of the preferred stocks with arrears 
listed in the accompanying table have been 
selected on the basis of the promising earn- 
ings position of the companies, but for the 
investor interested in immediate income re- 
turn, we have (Please turn to page 623) 
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PART 4 


Industrial volume and profit trends, with out- 


look and ratings for individual. 


Aviation— 


Motors—Tires—Chemicals—Motor Accessories 


iis war has already brought drastic changes in 
American business, with widely differing effects upon 
individual industries and companies. The months ahead 
will bring further sharp changes. 

It therefore cannot be too strongly emphasized that 
periodic re-appraisal of security holdings is absolutely 
essential if the investor is to have any hope of safe- 
guarding accumulated capital and of maintaining both 
adequate and dependable income return. It is to that 
practical purpose that our 1942 security re-appraisals 
and forecasts are shaped in this and the following two 
issues of THe Macazine or WALL STREET. 

The essential information, ratings and opinions offered 
on individual securities are presented as concisely as 
possible for the convenience of subscribers. Please note 
that we claim no power of clairvoyance. We carefully 
weigh the known factors, the apparent trends and the 
reasoned probabilities—but no one can predict the 
unpredictable. The surprises of 1941 necessitated re- 
vision of many earlier investment opinions and calcula- 
tions, no matter how rationally they had been made. 
Similarly, unforeseeable developments no doubt will re- 
quire future revision of some of the opinions and ratings 
presented in these issues. But we make it our business 
continuously to watch for the unforeseeable event— 
as well as to project the foreseeable—and to interpret 
its effect upon individual industries and corporations. 
In that sense each bi-weekly issue of our magazine con- 
stitutes a “re-appraisal.” We therefore say candidly that 
you will get the maximum usefulness out of the service 
offered on following pages—and in the next issue— 
only by making use of our facilities continuously through 
the year. 

In addition to our published material, you are invited 
and urged to use our personal inquiry department. 
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To meet new needs, several innovations are made in 
the material presented on individual securities. The 
average earnings of 1936-1939 and book value, presented 
in the first two columns of the tables, gives useful guid- 
ance as regards vulnerability to excess profits taxation. 
as explained in the footnotes. The higher the 1936-1939 
earnings in relationship to current earnings—or the 
higher the book value in relationship to current market 
price—the more favorable is the tax position. In addi- 
tion, we include a general tax rating as follows: a— 
“Should be able to absorb higher taxes without undue 
difficulty.” b.—‘Not likely to be subject to heavy excess 
profits taxes.” c—‘Higher taxes will probably reduce 
earnings.” d—‘“Higher taxes may imperil recent rate 
of dividend.” e.—‘“Higher taxes may restrict dividend.” 

Note that the record of dividend paid in 1939 is a con- 
venient remainder of normal distributions in a fair 
“peace” year. The key to our regular ratings of invest- 
ment-market quality and earnings trends—last column 
in the table preceding comment—is as follows: A—High 
Grade investment quality; B—Good; C—Medium Grade: 
D—Marginal; E—Low Grade; while the accompanying 
numerals denote current earnings trends thus: 1—Up- 
ward; 2—Steady; 3—Downward. For instance, Al 
denotes a high grade invesi. ent issue with an upward 
earnings trend and D3 a marginal issue with a down- 
ward earnings trend. 

Selected issues which are recommended for safe income 
are denoted by a star symbol preceding the company’s 
name; issues recommended for cyclical appreciation are 
marked with a dagger; and issues favored for both in- 
come and appreciation are marked with an asterisk. 
Timing of purchases for appreciation should accord with 
the general trend advice given in our regular market 
analysis in the forepart of each issue. 
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Bright Prospect for Aviation 


Tremendous Increase in Volume May Offset Higher Taxes 


Tans from an appreciation and income standpoint 
American aviation, production and transportation, has 
proved to be outstanding. More than 900 days of Euro- 
pean war, added to the fact we entered the conflict early 
last December, has, of course, provided the acceleration 
in the field of production. Wars today are won in the 
air, but are fought out in the drafting rooms, assembly 
lines and testing fields of our great aircraft corporations. 

No American industry has ever been asked to do so 
much in such a short space of time as has the aviation 
industry, and the response has been whole-hearted and 
inspiring. 

It is highly probable that this year will see a substan- 
tial step taken toward the present goal for 1943 of 125,000 
planes, valued at approximately $10,000,000,000. Few, 
even the most optimistic, expect the goal to be realized 
at any appreciably earlier date. 

In transportation, despite certain restrictions in the 
procurement of new planes, parts and replacements, in- 
crease in air travel, especially by government officials, 
army and navy officers, plus the fact no priorities have 
been placed upon the purchase of air transportation, 
except in rare cases, assures a steady passenger income, 
probably in excess of 1941. Operation costs have, of 
course, increased, but probably not out of proportion to 
increase in earnings. 

Aviation, which was just getting into near-full stride 
at the close of 1941, is rapidly recovering from the dis- 
location caused by the “speed-up” demands following 
Pearl Harbor. Despite impending profit ceilings, greatly 
increased taxes, rising wage costs, and curtailment of 
production for foreign governments, 1942 should prove 
a most profitable year for the industry. Consideration 
should be given the fact most aircraft factories will be 
on a 100 per cent government production basis, with only 
alloted portions of their facilities utilized to fill foreign 
orders. The margin of allowable profit in government 
contracts, yet to be permanently fixed, will probably be 
6 or 7 per cent, with 8 per cent as a bare possibility; 
considerably less than profit per cent on British and other 
foreign government contracts. 

To better understand the aviation industry of today 
one must look back a few years when this American baby 
first saw the light of day. From an industry of insignifi- 
cant financial strength or stability, today it occupies a 
plaee in the major ranks, with an invested capital con- 
siderably in excess of $200 millions, with additions a 
daily occurrence. Some idea of its giant growth, prior 
to Pearl Harbor, may be gleaned from the fact the in- 
dustry produced materials worth $2.2 billions in 1941, 
as contrasted with about one-fourth of that total the 
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preceding year. When you consider the $10 billion goal 
for 1943, with the vast backlog of orders already ac- 
cumulated, it is easy to realize, that despite rising taxes, 
increased plant production costs, wage skyrocketing, 
definite ceiling on profits and possibilities of additional 
labor difficulties, as well as increased costs of guarding 
and basic material hikes, the production of airplanes 
here will have no limit other than the limit of its own 
resources. 

It is still too soon after Pearl Harbor to determine 
precisely what proportion of airplane production will 
eventually be allocated to passenger, mail and freight 
planes. But, despite urgent war demands, production 
of non-military planes is not expected to cease entirely. 
Some definite provision for the continued manufacture 
of a limited number of such planes of all types is antici- 
pated. In all probability contracts for such non-military 
planes will be awarded to many of the smaller companies 
not fully-geared for war craft production on a large 
scale. However, “farming out” or sub-contracting of 
parts, similar to the practice in the automotive indus- 
try, will, to a comprehensible measure, “take care of” 
the smaller manufacturer. 

Far-sighted airplane officials are awake to the realiza- 
tion that this country, with the possible exception of 
Great Britain, will be the only United Nation capable 
of coping with post-war demands. This, of course, is 
predicated upon first, a complete defeat of the Axis and 
second a long, and industrially devastating struggle. 
The likelihood that war-time aviation plants, like similar 
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plants being used at present for the exclusive produc- 
tion of shells and other war material, will be “junked” 
when war ends, is remote. Increased demands for com- 
mercial aviation, the narrowing of the globe, which al- 
ways follows a world-wide conflict, unification of Western 
Hemisphere interests, and the dislocation of virtually all 
industrial capacities in other nations, as well as increased 
oceanic air travel, due to shortage of passenger liners 
and increased appetite for speed and abolition of fear, 
will preserve much of the gains made by the aviation 
industry since the invasion of Poland by the Nazis. 


Earnings in the Industry 


A glance at the financial and industrial graph of the 
industry tells the tale. The lines are, in many cases, 
almost perpendicular, both from the standpoint of over- 
all production and gross earnings. Even though net 
earnings and dividends are more horizontalized, and 
probably will be even more so, they should not decline, 
but rise steadily as production figures near the ultimate 
goal and experimental costs are better harmonized. If 
the war lasts beyond the end of 1943 this picture will, 
undoubtedly, be even more favorable. 

While the percentage of earnings vary sharply in the 
aviation industry, depending, of course, upon such fac- 
tors as order volume, management, and other major op- 
erating costs, almost all have been operating profitably, 
with definite prospects that a considerable number will 
do even better as war expansion problems are solved, 
and greater stabilization develops. 

So great have been the strides in output increase, 
backlogs and other factors, that figures, even as recent 
as for the last quarter of 1941, can serve only as a guide, 
rather than a definite indication of what succeeding 
months will bring. The incessant cry for more and more 
planes, echoed recently at the fall of Singapore, as it 
was at Hong Kong, at Manila, and at other points where 
air supremacy turned the tide of battle toward the Axis, 
plus the generally accepted truism by now, that con- 
tinental United States must ring itself with a cordon 
of planes to insure the inviolability of its major industrial 
cities and to repel a possible invasion, cannot be ignored. 

The aviation industry differs radically from all other 
American industries insofar as it lives its future coordi- 
nately with its present. A large percentage of the in- 
dustry’s resources are devoted to experimenting for 
tomorrow. In no other industry is the threat of ob- 
solescence so great. The plane of today can easily be 
the “crate” of tomorrow. However, to offset this tre- 
mendously costly experimentation program, efforts are 
being made toward a more “sensible” standardization 
program, both in types of military planes, and in the 
necessary parts and accessories. Standardization on a 
100 per cent basis however, is impossible. Military air- 
planes, which, of course, constitute the bulk of airplane 
production today, are confronted with the highest type 
of competition; actual combat testing where any in- 
feriorities in design, construction or power and speed 
are immediately discernible and spell the margin be- 
tween victory and defeat. There can be no “second 
best.” 

For that reason experimental costs are high and will 
continue to be high. Just what eventual provision the 
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Government will make in allowing deductions for such 
experimental costs in tax deductions remains an enigma. 
That some provision will have to be made to defray such 
costs, wholly or in part, due-to limitation of profits, is 
generally accepted as a fact: Whether the government 
will actually “underwrite” these costs made solely in 
the interests of military aviation, or whether a liberal 
allowance will be made to ease the cost burden on the 
share holders, is yet to be determined. 

The old all-spruce, canvas and “dope” airplane of 
World War I no more resembles the modern all-metal 
bomber, fighter or troop transport plane of 1942 than 
the automobiles of the 1914 era resemble the sleek, 
stream-lined cars of last year. 

The aviation industry has a dual role. In times of 
war it must actually prepare for peace, while during 
times of peace it must bend every effort to provide the 
best air sinews when war develops. Even now, with air- 
craft factories running at full capacity to produce air 
superiority for the United Nations, preparations must 
be made for commercial planes for tomorrow, especially 
transoceanic liners to secure our position in the field 
of international trade. The ability of the long range 
bomber to cover vast distances with huge loads of ex- 
plosives and a large complement, clearly demonstrates 
the possibilities of constructing “Normandies” of the 
air for peace time trade. While land planes for use in 
trans-continental travel will be developed in ever in- 
creasing size and speed, with stratospheric flights the 
rule, rather than the exception, aeronautical experts 
generally agree that ocean-borne freight and passengers 
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will be carried in giant sea planes. Just how big, how 
fast and how commercially profitable such craft will be 
only time can tell. But the mere fact that the industry 
is already anticipating such a need is definite proof that 
aviation, born of World War I, will not die, nor suffer 
even a serious set-back at the termination of World 
War II. 

Three developments last ‘year clinch the fact that 
giant aircraft will replace, in a measure, the luxury ocean 
liners of yesterday. First, the maiden flight last summer 
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of the huge Douglas B-19 bombers, designed to fly 7,500 
miles non-stop. Second, an announcement that Pan 
American Airways has ordered a large fleet of Lockheed 
land planes to replace flying boats on some over-water 
scheuules, whenever feasible, and third, the time-table 
regularity of the bomber-ferrying service between Canada 
and the United Kingdom and even to African and Asiatic 
ports. 

Another factor which must not be overlooked is the 
development of the long-range submarine and the havoc 
it causes among shipping in war time. Losses from 
U-boats have reached a startling figure. In fact, the 
Battle of the Atlantic, may yet prove the decisive battle 
of the war and range among the great battles of all- 
time. The toll in commercial shipping is enormous. 
The definite scarcity of bottoms now will be reflected 
when the war ends and cargoes of non-military merchan- 
dise must be moved. Passenger travel which received 
a decided impetus after the close of the last war, will, 
likewise, show an appreciable increase at the conclusion 
of this struggle. Only this time, the emphasis will prob- 
ably be on the Orient and Australasia. And the number 
of luxury liners and cargo vessels will be strictly limited. 

Submarines cannot operate against air liners. In fact, 
the reverse is the case, both lighter-than-air, and heavier- 
than-air machines are the deadly foe of the lurking un- 
derwater craft, because of their ability to spot the sub- 
mersible beneath the surface of the water and their 
capability of destroying it by bombs. Prior to the out- 
break of the present war oceanic air travel was insignifi- 
cant in proportion to that of sea-borne cargoes and pas- 
sengers. But that was before the war. Now, all has 
changed. We don’t wish to infer that the airplane will 
sweep the seas of passenger and freight vessels, we merely 
wish to call attention to the fact that airplanes will sup- 
plement this service and swiftly gain in popularity with 
the traveler as well as the shipper of perishable and time- 
important freights. That mails will be given preference 
in air travel is generally accepted as a foregone conclu- 
sion. The difference between 24 hours and four and 
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one-half to five days, is too great to be ignored. 

Now all of these facts and many others can only add 
up to one conclusion. The American aviation industry 
is NOT a war child. The American aviation industry, 
gigantic as is its growth under the auspices of war, 
will suffer no “clipping of wings,” under the auspices. of 
Peace. Nor, by the same token, will military aviation 
cease to be of major interest to the industry. 

Henry Ford and a few others are already talking of 
producing an air “flivver” to meet the requirements of 
the average automobile user of today. Improvements 
in design, adoption of the automotive assembly line 
methods, the farming out of contracts for parts, and the 
development of a vast number of small commercial avia- 
tion fields all over the country, make such a possibility 
a very definite probability. No one would be foolish 
enough to predict that aviation will actually supplant 
the railroads, the steamship lines, the automobile, the 
motor bus and motor freight haulers, any more than the 
use of the automobile has prevented horse lovers from 
enjoying a morning canter, or discriminating travelers 
from foregoing the pleasure, the safety and the speed of 
travel by Pullman or steamship. Development of all- 
inclusive, minimum-expensed aviation will merely sup- 
plement other modes of travel and shipping and provide 
a steady and ever growing demand for the products of 
the aviation industry. 

And, just as the automobile was the greatest single 
boom to finance companies, so, it is anticipated, will the 
airplane, give additional emphasis to the services and 
profits of finance companies. Even before the war pri- 
vate plane sales: were frequently financed in much the 
same method as that of automobiles, with similar insur- 
ance features and protection clauses, safeguarding both 
the owner and the mortgage holder. 

American aviation, by proving its superiority to that 
of our enemies, will not only win the war, but, as many 
air-minded visionaries predict, play a major role in the 
rehabilitation of peace-time finances and retain its place 
as one of the nation’s major industries. 
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Position of Leading Aviation Stocks 






























































































































































Federal Tax Basis (1) Earned Dividends Investment 
Average Book Tax Per Share Paid arket 
Company 1936-1939 Value Rating 1940 1941 (Est.) 1939 1941 Rating COMMENT 

American Airlines $1.15 $16.49 c $4.76 $3.63 None $1.50 B-2 Higher taxes and such unknowns as ability to obtain equipment 
and possibility of lower mail rates detract from shares. Dividends 
will continue conservative. 

Aviation Corp. . def0.15 2.75 c 0.02 0.42Ac None 0.15 D-2 Subsidi will maintain high rate of operations but large capital- 
ization and other restricting factors will limit earnings gains and 
dividends. 

Beech Aircraft....... Se def0.08 3.81 a 0.17 1.18Ac None None C-1 Earned 48 cents in December quarter vs. 22 cents in 1940. Fur- 
ther gains likely and dividend prospect enh d dingly. 

Bell Aircraft......... 0.17 a 1.14 5.55Ac None 2.00 B-1 Cc y has established contingency reserve and plans further 
expansion. Eamings gains will be less spectacular but should 
justify further dividends. 

Bellanca Aircraft....... 0.11 2.10 ¢ def0.74 0.25 None None D-2 Company has received no substantial volume of government orders. 
Earnings may show modest gain but dividends not likely. 

Boeing Airplane....... def1.14 8.88 a 0.35 4.25 None None B-1 Greatly improved operating efficiency should enable company to 
score good earnings gain this year. Dividends possible. 

Brewster Aero... .. 0.25 3.58 a 0.96 4.00 0.20 0.30 B-2 Expansion program and other working capital needs required 
omission of year-end dividend. May resume later this year. 

Consolidated Aircraft. . . 1.35 13.51 a 1.15 4.75 None 6.005 B-1 Further important earnings gains forecast for 1942. Orders large 
— plant efficiency being stepped up. Further dividends pro’ 
able. 

Curtiss-Wright... . 2.55 5.05 a 1.81 3.00 None 1.00 C-1 Taxes will take a heavy toll of 1942 profits but earnings gains 
probabl panied by dividends at least on a par with 1941. 

Douglas Aircraft....... Nv3.04 52.53 a 18.05 30.29Ac 3.00 5.00 B-1 Company not as vulnerable as most aircraft units from tax stand- 
point. Earnings should continue substantial but dividends will be 
conservative. 

Eastern Ajrlines........ 1.45 17.14 c 2.80 3.00 None None B-2 Shares chief promise is of a long pull nature. Dividend prospects 
will depend on decision in air mail rate hearings. 

Grumman Aircraft... .. . 0.92 5.86 a 2.79 3.50 1.05 1.50 C-2 Plant expansion may require large cash outlays and restrict dividend 
payments to conservative rate. Earnings should continue large. 

Irving Air Chute....... 1.55 4.71 a 2.08 2.00 1.25 1.25 Cc-2 Capacity operations assured for some months to come and mod- 
erate ings gains foreshadowed. No change in recent rate of 
dividends. 

Lockheed Aircraft..... . 1.27 ess a 3.53 7.00 1.00 2.00 B-2 Appreciable increase in current deliveries forecast. Taxes and 
narrow profit margins will hold earnings gains down but further 
dividends likely. 

Martin, Glenn L....... 1.91 14.21 a 4.94 6.50 1.00 3.00 B-2 Company's working capital believed to be adequate to justify 
fairly liberal dividend treatment. Earnings will probably expand 
moderately. 

North Amer. Aviation. . 0.69 3.67 c 2.06 2.50 1.40 2.00 C-2 Sharply higher costs and taxes will hold earnings gains this year, 
despite increased deliveries and orders. Dividends will continue 
conservative. 

Pan Amer. Airways. ... 0.64 13.24 c 1.20 1.50 None 1.00 B-3 Pp costs, i d operating éxp , and rtainti 
regarding mai! pay rate combine to obscure near term prospects. 
No change in dividends. 

Speny Cow........... 1.99 10.02 c 3.90 4.50 2.00 2.00 B-2 Earnings gains may be moderate in relation to sales volume but 
should permit continued payment of dividends at $2 rate. 

Trans & Western Air.... def0.52 7.80 c def0.24 def None None D-3 Shares strictly of a long pull calibre. Earnings over near term will 
continue unimpressive and dividends unlikely. 

United Aircraft. ....... 1.97 17.23 a 4.95 6.00 2.00 4.00 B-2 Taxes and other restricting factors presage some slowing up in rate 
of earnings gains this year. Could pay higher dividend but policy 
will probably continue conservative. 

United Air Lines....... def0.18 8.95 c 0.52 0.60 None None C-2 Earnings may hold around recent levels, d ing on pany’s 
ability to bring expenses under better control. Dividends not in 
prospect. 

Wright Aeronautical... . 4.24 30.51 a 11.10 16.50 2.00 8.00 B-2 Further substantial i in producti heduled for this year. 
Tax toll will be heavy but dividends should continue liberal. 

(1)—Corporations have the option of computing excess profits tax liability either on the invested capital method or the average earnings method. The for- 
mer allows a credit of 7 to 8% on invested capital; the latter allows a credit of 95% of average earnings for the years 1936-1939. Indicated book value is an ap- 
proximation of invested capital. 

Se—Year ends September. Nv—Year ends November. Ac—Actual. s—Plus stock. def—Deficit, 
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Mixed War Prospects for 


Motors. Accessories and Tires 


Selected Accessories 


‘ more than forty years of continuous progress, 
the American automobile industry, which has achieved 
a record of efficiency hitherto unknown in mass produc- 
tion, suddenly ceased to exist in that capacity and no 
longer produced passenger cars. Only an all-out war 
could have made such a story possible, for an industry 
which in 42 years manufactured in excess of 69,000,000 
motor vehicles. 

Although no more passenger cars are being made by 
an industry that produced $44,000,000,000 worth since 
1910, when detailed statistics first became available, 
the industry is not dead. Even while blue prints were 
being studied for the installation of new machines, to 
produce airplanes, airplane parts, tanks, anti-tank guns 
and other armament, automotive engineers were laying 
plans for a revived industry “after the war” when, offi- 
cials believe, American-made cars will play an even 
greater role in the world’s economy. While the industry 
will continue to produce medium and heavy trucks for 
military and civilian use during the period of the emer- 
gency, passenger car output ceased on February 10. 

The production of 1942 passenger models was approxi- 
mately 1,170,000 cars, or about two-thirds of the num- 
ber agreed upon when industrial leaders and government 
heads met last Summer, prior to the declaration of war. 


When the last car left the assembly lines, crews of 
workmen started immediate work on dismantling as- 
sembly and conveyor lines, storing special machinery 
away for possible future use and began installation or 
prepared for installation of war work machinery. 

With one sweep of the pen an entire industry became 
revolutionized. Just as the industry had reached its 
peak, through efficient engineering, tooling and manage- 
ment experience, plus the expenditure of billions of dol- 
lars, the industry’s ingenuity was put to a new test. In 
recent years plant modernization, expansion and di- 
versification had cost the industry about $200,000,000 
each year, of which amount $60,000,000 was spent for 
new model tools and dies. 

However, it will be some time before these factories 
are turning out the war materials at maximum volume. 
You simply cannot make changes of that character over- 
night. 

To make a clean-sweep of passenger car manufactur- 
ing faeilities and to clear millions of square feet of floor 
space, install new equipment for production and as- 
sembly of armaments is at least a month’s job for even 
the genius of that industry. It will take time to retool 
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in Favored Position 


and to complete other preparations, so it is quite safe 
to assume it will, in all probability, be late this year 
before the converted automobile plants will function 
again with clock-like regularity and efficiency. 

That, briefly, is the situation which confronts the au- 
tomobile industry on a full-time armament manufactur- 
ing basis today. Of its past, little need be said. High 
earnings by many of the companies over a period of 
years, the phenomenal growth of the industry, the con- 
stant improvement of the models and the wide foreign 
demand for American made cars and trucks, are well 
enough known to be self-articulate. And of the future, 
to resort to a cliche, only time will tell. 

However, the future, depending of course on how long 
it takes to win the war, and how exhausted the United 
States will be at its conclusion, appears reasonably as- 
sured. Americans have grown accustomed to associating 
automobiles among their necessities, rather than as 
luxuries. 

The present supply of automobiles will last for some 
years to come. It is true that many of the older models, 
the “jallopies,” will disappear from the scene. They will 
play their final role in the jaws of the giant presses as 
they bump along their last mile to be converted into 
steel. But no one will weep at their passing. They 
have constituted a long-suffering menace to travel on 
our streets and highways; been, in a large measure re- 
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sponsible of our high ratio of automobile fatalities and 
have served to lead the market toward a possible satura- 
tion point. 

It was because of this large supply of second, third and 
even fourth hand cars, many of them a few short feet 
from a junk heap, that manufacturers were obliged to 
spend huge sums on new dies and new tools to effect 
minor changes in design to appeal to the vanity-buyer 
and sell him a new car when the old one was still service- 
able and safe. When war is ended and the automotive 
industry resumes its intended function, the shortage of 
cars will be real. It won’t be’ necessary for changes of 
styles and models with every change of season. The de- 
mand will keep most of the plants operating on full time 
with no thought of changing models to meet a possible 
buying lull. 

But if the automobile industry has changed its role, 
how about the rest of that industry which we call “au- 
tomotive”; aceessories and tires? In their case the situa- 
tion is different. Let us consider first the accessory field. 
Conversion to war work in most cases is simpler than 
for the huge automobile companies and for some is al- 
ready producing excellent earnings. Among the best sit- 
uated are Bendix, Spicer, Thompson Products, Clark 
Equipment and Timken-Detroit Axle. 

They are being encouraged to build a huge reserve of 
repair parts for passenger cars and light trucks, the War 
Productions Board announcing that conversion of the 
automobile industry will prevent production of replace- 
ment parts within a few months. On the surface that 
sounds most encauraging, but, beneath it all, there lurks 
that boogey of war production, priorities and alloca- 
tions. It requires considerable raw materials to manu- 


facture spare automobile and truck parts; material, in 
many cases, deemed essential to the successful prosecu- 


tion of the war. Just how long sufficient material will 
be available in the necessary quantities for triple, double 
or even normal production of accessories and parts, the 
WPB has neglected to state. The present preference 
ratings granted will expire this summer. They only ap- 
ply to orders placed by June 1 and calling for delivery 
by June 30. The new high limitation of production of 
essential parts does not, of course, apply to parts made 
for the Armed Forces, Lend-Lease or other government 
agencies. The A-10 priorities rating of materials is not 
expected to be sufficiently high. 

An additional problem confronting the accessory manu- 
facturer is just how far ahead of current demand will he 
be permitted to handle inventories. Of course, for the 
larger and better financed companies this will not be so 
important, but for other companies, already heavily bur- 
dened by larger inventories than usual to expedite war 
orders, the additional strain of stocking 150 or 200 per 
cent of the 1941 output may prove a “kiss of death.” 

There are two alternatives. First, automobile manu- 
facturers may agree to accept deliveries of some parts 
as they are completed, but, it is quite certain neither 
manufacturers nor distributors will want to assume more 
of that burden than is absolutely necessary. The other 
possibility is that some companies, at least, will seek 
bank loans against inventories, a situation good manage- 
ment usually seeks to avoid. When the cost of borrow- 
ing money against inventories is added to extremely 
heavy taxes, the result will mean little net earnings in 
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many instances, 

Then, again, more and more pleasure cars will find 
their way into dead storage or be relegated to the “little 
used” class with the attendant result that parts and 
accessories will give longer life. Heavy inventories there- 
fore, may prove more burdensome than profitable. 

The tire situation is in no way analogous to that of the 
automobile and accessory manufacturer. Except for the 
fact tire manufacturers will not produce their usual quota 
of passenger automobile tires and tubes for general dis- 
tribution, and, of course, will concentrate largely upon 
heavier types of tires for our mechanized forces and 
aviation units, there is no disruption to their factory 
facilities nor production program. They will continue 
to operate at a high level, turning out rubber goods for 
military and essential industrial and transportation 
needs, both for us and our Allies. A certain portion of 
their output will, of necessity, be devoted to the manu- 
facture of material for recapping and retreading passen- 
ger and truck tires on cars which are dependent upon 
such means of keeping on the road. 

Just how long the OPA will permit unrestricted use 
of recap and retreading material in the necessary quan- 
tities, is yet to be determined. That the present situa- 
tion will remain “undisturbed,” is highly unlikely. In 
fact, Price Administrator Henderson has already stated 
that it is possible and even probable that there will be 
no crude rubber available for this purpose except for 
vehicles already eligible under the new tires and tubes 
rationing order. 

The biggest headache confronting the tire manufac- 
turer at present, and what promises to give additional 
aches in the future, is the question of crude rubber. That 
synthetic rubber, in sufficient quantities, will be avail- 
able for tires and tubes before the present stocks of crude 
latex are exhausted or nearly exhausted seems unlikely. 
It is true that curtailment in the manufacture of thou- 
sands of “non-essential” rubber articles will result in 
the saving of thousands of tons of rubber for essential 
use. But whether that saving, plus other cuts, will be 
sufficient to meet the needs of the rubber manufacturer 
with avenues to the rubber plantations closed, or al- 
most so, cannot, at present writing, be determined. 

New tires, will of necessity, have less rubber content 
than their predecessors, except in the case of tires to be 
used on airplanes. The many short cuts that are being 
devised, will be devised and are expected to be devised, 
will save considerably more. > 

The situation is acute. There is no sense in attempt- 
ing to disguise that fact. The American people had the 
war brought home to them first of all when tire ration- 
ing went into effect. Some Administration leaders take 
comfort in the dubious fact that tire-rationing made mil- 
lions of Americans war-conscious for the first time. What 
has been over-looked, however, is the fact it would have 
been far more comforting if our position in the war had 
been first brought home to the American people by the 
announcement we had adequate stocks of rubber on 
hand or were able to keep open the shipping lanes. 

From a financial standpoint the tire industry will not 
suffer. The Government and Lend-Lease contracts will 
take all they can produce. Earnings of the industry 
will remain good, subject to higher taxes, as long as it 
can feed latex or rubber substitute into the machines. 

















Position of Leading Auto Accessory and Tires Stocks 





Company 


Federal Tax Basis (1) 


Average Net 
1936-1939 Value 


Tax 
Rating 


Earned 


er 
1940 


Dividends 


Share ai 
1941 (Est.) 1939 


1941 


Investment 


arket 
Rating 


COMMENT 





Bendix Aviation....... 


$1.18 $19.17 


$3.75 


$e6.30Ac 


1.50 


4.00 


B-2 


Earnings for the twelve months to December 31st, last, equal to 
$6.41 after provision for excess profits taxes. Earnings ‘should be 
well maintained and dividends continue liberal. 





‘Bohn Aluminum 


3.04 28.04 


4.09 


4.00 


2.00 


Cc-2 


Company's products have been almost entirely diverted to defense 
work, tput promises to continue high for an eager ome. 

Dividends on a par with 1941 can y be 

veer. 








Borg Warner..... 


2.41 17.89 


3.00 


1.35 


ti h hold divisions being rapidly converted to 
a ‘fd Pe materials. Unfilled orders total $90 million. 
Higher taxes and working capital requi ts may limit divi- 
dends to present $2 basis. 











Bower Roller Bearing.. . 


3.09 17.10 


3.73 


Aircraft and industrial demands for company's products should 
sustain earnings at a eee | good level. No change in present 
75-cent quarterly dividend indicated for near future. 





Briggs Mfg... . . 


2.88 17.02 


3.10 


3.50 


Company's caper p plans call for tripling of output over next year. 
Higher taxes and greatly increased working capital needs presage 
a — i" a dividend policy. Current or ends may not 
excee 





Briggs & Stratton... . 


3.22 10.77 


3.50 


3.85Ac 


Company manufactures automobile fittings and small air-cooled 
motors. Outlook must be rated uncertain pending clarification 
of er 's ability to adjust itself to war economy. Some re- 
duction may be necessitated. 











Budd Mfg..... 


. def0.11 5.47 


0.75 


1.00 


The company has large defense business in both marine and auto- 

motive divisions, with further sizable orders in sight. Loan re- 

— and preferred arrears preclude early action on common 
lends. 





Budd Wheel.......... 


0.38 4.87 


1.50 


1.05 


The compnny, has large orders for shells and wheels for Army 
vehicl Substantial improvement in financial condition coupled 
with pos es x well sustained earnings should support recent rate 
of dividends over near term. 





Camp., Wyant & Cannon 


1.57 19.56 


1.71 


-37Ac 


0.20 


Greatly increased demand for iron castings for various defense 
products should enable the company to maintain ) earnings at fairly 
high level. Recent rate of divid will p y be continued 
over the near term. 








Clark Equipment 


2.86 34.28 


5.91 


8.67Ac 


2.25 


3.25 


Armament activities have contributed substantially to company's 
recent volume of business, both directly and indirectly. Finances 
are comfortable but possibilities are that dividends will continue 
at a conservative rate relative to earnings. 





Cleveland Graphite 


Eaton Mfg. Co... .. 


3.72 18.22 


4.10 


Enlarged plant capacity and greatly increased demand for aircraft 
castings should enable the company to offset a the loss of 
automobile outlets. Earnings and finances sh permit main- 
tenance of dividends of at least $2. 





2.74 23.50 


4.26 


2.50 


3.00 


The company is cy hat been different types of defense prod- 
ucts; plant capacity has been enlarged one-third; and prospects 
are e for well Taxes, however, will 
restrict earnings ains, limiting the possibility for any increase in 
the present dividend. 








Electric Auto-Lite...... 


3.30 20.82 


5.01 


4.90Ac 


3.00 


An important part of the company’s facilities will be converted to 
productionof aircraft parts. Ability to maintain eamings at the 
ay rd a levels, ead is problematical and dividends must 

rated as sp 








Electric Storage Battery. . 


2.06 37.93 


2.39 


Replacement and a demands promises, in a large measure, 
to offset the loss of automotive business. Ability of the company 
to maintain earnings on a basis comparable with 1941, however, 
will be determined by the impact of taxes. Dividends ‘of at least 
$2, however, reasonably assured. 





Firestone Tire & Rubber 


Oc1.67 36.29 


4.37Ac 


1.00 


The company has a sizable backlog of non-rubber goods business 
for defense purposes which will cushion the sharp decline in tire 
sales. Lower earings clearly indicated but recent 25-cent quar- 
terly dividend not in any diate danger. 








Gen'l Tire & Rubber 


. Nv2.38 22.23 


2.05Ac 


1.00 


Sales last year set a new yal record and present indications are 
that volume this year will aided by company's transition to 
defense business. Taxes, however, will restrict profits and may 
require some modification in the recent rate of dividends. 





‘Goodrich, B. F. 


2.49 34.23 


3.10 


5.02Ac 


y's large industrial busi and substantial participation 
in the defense program will, in part, mitigate decline in sales of 
tires for replacement and original equipment. Taxes, however, 
promise to restrict current earnings and dividends are likely to con- 
tinue conservative. 











Goodyeer Tire & Rubber 


Houdaille-Hershey “Be : 


2.60 29.48 


3.44 


4.68Ac 


1.375 


Sales last year set a new high record and earnings recorded good 
gains in spite of higher taxes and substantial reserves for contin- 
gencies. Lower earnings this year, however, are to be expected 
and dividends may not exceed $1. 








1.48 5.79 


2.42 


2.75 


0.75 


C-3 


The company has upwards of $40 million in defense orders on its 
books and cash position is comfortable. Dividends in 1941 
totaling $1.50 probably represent maximum which can be ex- 
pected this year, with higher taxes restricting payments. 





Kelsey-Hayes “B". Ag 


def0.04 36.65 


3.04Ac 


None 


Earnings in the November quarter were sharply lower reflecting 
reduced automobile output. Some reversal in this trend pro 

when company receives benefit of armament orders on books. 
a — on "A" stock likely but no dividends imminent 
on “B" shares. 





Lee Rubber a 


Oc3.43 44.36 


6.14 


2.25 


Industrial and defense products will probably poietsin company's 

operations at capacity levels over the last half of the current year 

at least. This prospect, together with strong financial position 

— ~ to suggest no immediate change in the recent rate of 
lends. 





‘Midland Steel Pdts..... 


4.96 14.01 


5.95 


Until the company’s place in the defense pro becomes more 
pd heey Soe outlook must be rated as obscure. — 

principally of automobile , only a small part of 
= are used in the manufacture of military trucks. 





Motor Products........ 


Je1.53 16.63 


NF 


1.04Ac 


Near term outlook is for ove earnings due to notion somatic 
of aut le pr alin Totes tn ear, howe’ 
should reflect conversion to ddene. activities. Or ideas wi il 4 
conservative. 
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Position of Leading Auto Accessory and Tires Stocks—Continued 














a ae Federal Tax Basis (1) Earned Dividends Investment esa: - —, 
Average Net Book Tax Per Share Paid Market 
_ Company _ 1936-1939 Value Rating 1940 1941(Est.) 1939 1941 Rating “> ___ COMMENT ‘ 
Motor Wheel. . 1.79 15.05 e 2.48 2.50 1.60 1.60 C-3 Recently declared 20-cent quarterly dividend. Defense orders 


are believed to be sufficiently large to maintain large scale opera- 

tions but conversion of plant facilities calls for a conservative divi- 

ee. ee Bee 2 é —_ ‘ : ee dend policy. 

Murray Corp... .. Agt.61 17.65 e 0.90 1.69Ac None 0.50 c-3 Earnings in the February quarter will be sharply under those of a 

year ago but the results of the company’s large. scale production 

of defense materials should be more ap in t re- 

Bee er ee ee = oh kee Dad _ os ae ee. sults. Dividends speculative. 

Raybestos-Manhattan . . 2.19 27.77 e 2.70 3.27Ac 1.50 2.00 B-3 In the face of pending increase in taxes and some question as tc 

current volume sales, earnings may show some decline from 1941 

levels. Recent rate of dividends reasonably secure over the near 

_ = ; ee ed MS hs term, based on company's excellent financial position. 

Reynolds Spring ; $e0.57 8.69 e NF 2.77Ac None 0.25 c-3 Dividends omitted last December in order to conserve cash. 
Earnings outlook obscure owing to uncertainty as to company's 

a a t ie Ms SE ee Tit, a position in the defense program. 

Spicer Mfg....... Ag1.35 32.73 c 6.36 9.42Ac 2.00 3.25 B-2 Company’s operations are well in the van of the defense program 
and prospects are favorable for well sustained earnings. Sutlook 
appears to support current dividends at least on a par with neat 
payments. The company, a will be vulnerable to a tax 

cs ee oe _ _ Pe Ae based solely on invested capita 

Stewart Warner... . : 0.85 13.27 c 1.18 1.50 0.25 0.50 Cc-3 Company began the current year with operations at capacity in 
all divisions and backlog of Government contracts totaling $30 
million. Working capital requirements, however, may hold divi- 

ain aaah int Da ae ee oe ee ee es ee PN _ dends to 1941 levels. 

Thompson Products 2.66 27.50 a 5.17 5.00 1.00 2.50 B-2 Company's products are eer of a replacement a and 
demands promise to be well d, while 
products will continue at substantial volumes. Continued rai 

pt peat begs ocuak 2d ed t deeccmeticn As Set .ghi tens athe Eke Pf eee dividends probable, despite the likelihood of higher taxes. 

Timken Detroit Axle. Je1.80 15.31 a 3.69 5.01Ac 2.00 4.25 B-3 Demand for company’s products for military vehicles promises to 
sustain earnings, even in the face of higher taxes. Although 
dividends may be somewhat lower this year, they should con- 

ae a ae Ab why a : : —. tinue liberal in relation to 

Timken Roller Bearing. 2.99 18.07 e 3.72 4.10 2.50 3.50 B-3 Activities being rapidly converted to war products and while 
somewhat lower earnings may be witnessed this year, the com- 
pany's exceptionally ry 4 financial position should permit pay- 

a (ul eaten Se eee ee er war& ’ ment of at least $3.00 in 

RS NEE ees 2.21 29.41 e 3.58 4.86Ac 2.00 C-3 The company has set up substantial reserves against losses in the 
Far East and sales last year established a new high record. Lower 
earnings, however, forecast for 1942 and dividends may be smaller 

Ss = ee et ee eee : 7 ; é — as @ conservative measure. 

Young, L. A Jy2.01 21.50 c 1.19 3.35Ac .... 1.00 D-3 Cessation of aut bil duction injects a considerable factor 

of uncertainty into the company *s current prospects. Dividends 

will fall below last year's payments. 



























































Fe—Year ends February. awe ae ieee Nv—Year ends November. Ag—Year ends August. Ac—Actual. Je—Year ends June. Jy— 
Year ends July. NF—Not available due to fiscal year change. 
1)—Corporations have the option of computing excess profits tax liability either on the invested capital method or the average earnings method. The for- 
mer allows a credit of 7 to 8% on invested capital; the latter allows a credit of 95% of average earnings for the years 1936-1939. Indicated book value is an 
approximation of invested capital. 








Position of Leading Automobile and Truck Stocks 

















~ Federal Tax Basis (1) og el Dividends Investment 
Average Net Book Tax Per Shar Paid Market 
Company _—_—_—_—- 1936-1939 Value Rating 1940 1941 (Est.) 1939 1941 Rating COMMENT 
Chrysler Corp. $9.75 $44.18 c $8.69 $9.22Ac $5.00 $6.00 B-3 Recent declaration of $1 dividend against previous payment of 


$1.50 clearly foreshadows lower payments this year. Working 
capital needs required recent bank loan of $100 millions. Earn- 

2 aon ings, although less this year, will still be fairly substantial. 
General Motors 3.99 20.48 c 4.32 4.65 3.50 3.75 B-3 Company has huge volume of armament orders on its books but 
heavy conversion costs and lower profit a coupled with 
higher taxes and increased working capital needs clearly nds 
sone dividends this year. Could probably pay $2.50 for full year. 




















Graham-Paige defo.s1 « def0.43 = def None None €E-1 | y has ded aut tions and is engaged in 
to scale yo orders, pe both prime and sub-contracts. 
may p modest profit this year but dividends 
f beta - : F ee eee a unlikely. 
Hudson Motor def0.31 13.79 c def0.95 1.00 None None D-2 Present bookings of war orders are upwards of 50% in excess of 


normal automobile business. Profit margins may be somewhat 
better and earnings will be better than average in recent years. 
Dividends not immi 














Hupp Motor.......... def0.98 _ 0.85 ¢ def0.74 def None None €E-1 pr a mg plan recently confirmed by court, May earn 30 
cents a share. 

Mack Trucks..........._ 1.03 64.45 © 302 6,00 0.50 3.00 C-2 Output in 1942 may exceed record for last year. Earnings will 

ts ae = ke ae <9 pix Wiss he ee reflect impact of higher taxes but should permit further liberal divs. 

Nash-Kelvinator. . Se NA 10.38 c 0.35 1.08Ac None 0.375 D-2 Earned 21 cents a share in Dec. quarter 25. .02 a year ago. Has 


nearly $300 millions in defense orders. Finances sound but 
tl oS hee ed ; iy en 2 Wes ___ dividends will 
Packard... . 0.15 3.95 c 0.05 0.15 None 0.10 D-2 Has large arms contracts and is rapidly nearing full conversion to 
war work. Finances sound but large inventories may dictate con- 
servative dividend policy. 














Reo Motor....... def1.01 2.25 « defo.72 ~ 0.40 None None E-2 Large government orders for trucks will sustain operations. Earn- 
Pers 6 yee, / 2 dab ee icin ae bet. a kg ok tae ings, however, are likely to continue modest. 
Studebaker... 0.47 11.45 c 0.96 1.10 None None C-2 Production of bomber engines and military trucks will take up 


slack in commercial output. Further earnings gains possible but 
desire to cut debt and finance larger output may defer dividend 








action. 
White Motor. . ~ def0.39 ae 34.25 : 3.12 4.50 None 1.25 C-2 Earnings should record further gains this year. Finances good. 
May pay dividends equal to 1941 total. 





Willys-Overland...... SeNF 3.18  ¢ def0.50 0.30Ac None None  E-2 Unfilled war orders believed to be a one fe to $150 nillion. Pro- 


duction will show further i 








Yellow Truck “B"...... 0.70 11.61 +¢ 1.60 2.50 None 1.25 C-2 Outlook favors continued large scale military aH 


should continue near 1941 level, accompanied by further ey 4 














Corporations have the option of computing excess profits tax liability either on the invested capital method or the average earnings method. The for- 
mer hs ws a credit of 7 to 8% on invested capital; the latter allows a credit of 95% of average earnings for the years 1936-1939. Indicated book value is an ap- 
proximation of invested capital. 


—Merger makes figures inconclusive. NF-—Two years figures unavailable. Se—Year ends September. Ac—Actual. 
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| of careful planning, in cooperation with the Gov- 
ernment, are now bearing a rich harvest for the chemical 
industry, which, today, is confronted with the greatest 
task of its long career. If planes and tanks, ships and 
guns, explosives and aviation gasoline are the visual 
weapons of war, chemicals are the unseen forces which 
make all of these things, and countless others, an active 
reality. 

A list of war time requirements dependent upon chemi- 
cals for their existence reads like a complete catalogue 
of the combined Army and Navy Ordnance Departments. 





du Pont Photo 


To put a finger on chemistry’s “biggest war job” is 


virtually impossible. Each of its myriad of jobs is the 


“biggest,” so far as being indispensable is concerned. 
However, it is generally conceded that the production 
of TNT ranks as of major importance. TNT is the de- 
structive force so necessary for successful war. The 
shells may be fired by the use of ordinary gunpowder, 
but when they, and the bombs, land upon their objec- 
tive, to do real damage they must be filled with a high 
explosive like TNT, else the damage will be insignificant. 
The industry is well prepared to produce all of the 
TNT the United Nations require, provided, and here is 
the difficulty, sufficient plants and sufficient power is 
available. Some of the materials required in the con- 
struction of these necessary plants are already scarce 
because of their need in other branches of our war effort, 
and the question of adequate power, is giving the Brass 
Hats in Washington something to worry about. 
And again, to present both sides of the picture, much 
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Rate of Tax Inerease Clouds 
Chemical Industry's Profit Outlook 





of the expansion required of the chemical industry, not 
including powder and explosive plants, will be on such 
a gigantic scale that chemical firms will find it impos- 
sible to finance them from their own resources. To bor- 
row money to erect these plants, which, after the war, 
will be far too extensive for ordinary peace-time needs, 
is poor business sense. Therefore, such new plants will 
have to be strictly government projects. Perhaps the 
war will develop new chemicals which can be adapted 
to post-war needs, or increase the market for pre-war 
chemicals to the extent that some of the additional plant 
facilities may be of value to care for expansion; but such 
a condition is, at best, a conjecture. 

The chemical industry started its planning with the 
Government back in 1939 and, to date, has done a splen- 
did job in supplying us with adequate material for a 
strictly “defensive war.” But you can’t win wars by 
being on the defensive and sooner or later we will have 
to switch to the offensive—and on a gigantic scale. Then 
will come the real test for the chemical industry. At 
present it is impossible to anticipate just what our re- 
quirements will be on an all-out defensive scale, except 
to say that they will be greater than ever before. 

Before the last shot is fired many of our so-called 
“rare” chemicals, sold by the pound or even in smaller 
quantities, will be sold by the ton for use in explosives, 
or for rubber substitutes. 

Without desiring to sound ominous, but because the 
possibility seems to grow greater with each passing week, 
it must be pointed out shortages in some chemical ele- 
ments appear imminent. It also takes time to build new 
plants. Time to get them into production, and, because 
of the complicated inter-relationship of chemicals and 
war supplies, an increased production of basic chemicals 
in one field, may result in dozens of serious dislocations 
in other fields. 

Of course earnings in the Chemical Industry have been 
fairly good up to now. Earnings for the third quarter 
of 1941 showed a substantial increase over the same 
period in 1940. They were, in 1941, taken from the 
reports of 21 companies, $47,881,913, as against $42,- 
784.485 in 1940, an increase of 11.9 per cent. In the sec- 
ond quarter a net profit of $50,188,888 was 10.6 per cent 
above the 1940 figure. In the first quarter a net profit 
of $46,701,426 was 2.4 per cent below the $47,843,128 
earned in a similar 1940 period. During nine months 
the 21 companies earned $143,886,877 against $136,- 
632,710 in a similar period the previous year, a gain of 
5.3 per cent. On the whole such full-year reports as 
are available make a modestly good showing but higher 
taxes may hold 1942 profits under 1941 levels for most 
companies. 
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Position of Leading Chemical Stocks 





Federal Ee Ouse (1) a Dividends ag om 
t are at jarke 
Company 193621939 Value Rating 1940. 1941(Est.) 1939 1941 Rating COMMENT 


Air Reduction $2.27 $16.19 c $2.38 $2.90 $1.50 $2.00 B-3 Gases and welding are of highest importance in war activity. 
Higher ta id costs profit margins, but dividend Is 
psa Cone? terms Pac oy increasing utility of industrial 
gases. 


rf . ’ 11.25 9.00 8.00 Some li estricted by priorities, but most divisions will 0 
a — — pugs ‘cupeetie. Large yolume bese nm will soften shoc 


divid. 








ke ‘of 





taxes, but usual extra may 





° ° 4 Sulphuric acid and gelatin demand will bolster sales while agricul 
Amer. Agricult. Chem.. Je1.24 1.79Ac 1.30 1.45 a eI por ae Ss Sate =a 7 os eee Pry eget 
though excess profit tax no great problem. secure. 


nr"... e 2.25 1.60St 1.85S¢t War business is good and recent acquisitions profitable. Costs are 
nn sae higher but volume may prevent too oa Heavy reserves 
may hold earnings gains in check. vidends may increase. 








la 6.13Ac 3.00 3 Sal ill continue at high levels under war stimulus. Costs rising 
Reais P tat cube of full production assured. Dividend may be lower this 
year. 





Carbo " 4. Natural d li les will improve, but not enough to 
a . _ elt tome comunal lost rubber business. Dividend rate cannot 
be considered assured. 








5 A short f jal alcohol will it full time operation 
ee = at capacity. . Profit margins will decline but earnings will probably 
be maintained by volume. No change in dividend. 


S8Ac 3.00 All branches of business at capacity. High taxes will cut profit 
——— er — scl nys sc oot enough to adversely affect rate of earings. 
Dividend rate secure. ‘Long term outlook good. 


. ig 50Ac 7.00 Probable lower G. M. dividends. No attempt generally to offset 
a ere higher costs and taxes by sharply higher selling prices in evidence. 
Dividends will be conservative. 











S Y k sales, but it margins may be reduced 
ee — We eae els retices ay tenloken Tevatank exstocions 


to earnings and reduction would be serious. 








4.23Ac 2.85 : Is operating government powder plant, making synthetic chemicals 
ance ities . an calling sizable quantities of industrial type explosives. Cur- 
tent dividend rate may be less than in 1942. 





i x Mak hemicals used for plastics and munitions. Price on 
ee Sombiiete seem “but. profit margin substantial. Taxes may 
reduce earnings, but not sufficiently to harm dividends. 





Internati ; 3.76 1.75 3 Salt in larg tities used for chlorine and salt cake, other uses 
ines also ‘amano due to war. Earnings trend steady despite heayier 
impact of taxes. No change in view. 








i Alkali ig 1.90Ac 1.50 I ing important ium production. Priorities on certain 
eceniee P other products, but will not affect company since government is 
taking output. Earnings will support present dividend rate. 








M U ical... . a . k Products are used directly and indirectly in war work. Some raw 
ere materials problems, but not serious now. Earnings may stabilize 
above current dividend requirements. 





Newport Industries 0.90 None Marine stores and resins needed for war materials, raw materials 
ample and costs not unduly high. Taxes no great problem. Divi- 
dends should be at least maintained. 





Tennessee Corp. Sulfuric acid and phosphate business will remain at high levels, 
although agricultural chemical sales may decline. Earnings now 
close to dividend rate. 





Texas Gulf Sulphur 2.35Ac 2.00 . War requires substantial amounts of sulphur. Reduction of deple- 
tion allowance would sharply reduce earnings. Costs not sharply 
higher but profit margins only modest. 


Union Carbide 4.70 1.90 All divisions reporting record sales, but little for civilian use. 
Priorities on certain materials result only in change of buyers from 
civilian to government. Dividend regarded safe for near term. 


United Carbon 4.00 3.00 Decreased use for rubber vulcanizing cannot be offset by better 
sales of gas and carbon to other types of consumer. Eamings, and 
later dividends, probably in downtrend. 


United Dyewood...... def0.69 0.55 None Favored by increased demand for tanning and natural dyeing ma- 
terials, but shipping costs and difficulties prevent record earnings. 
Preferred dividend accumulations prevent common payment. 














U.S. Ind. Alcohol Mr def0.13 2.73Ac None Heavy alcohol demand and satisfactory profit margins indicate 
continuation of uptrend in earnings. Last year's dividend may 
be improved by additions this year. 


Victor Chemical Wks... 1.24 2.25 1.40 With major products being phosph pounds, a ready 
; market is assured. While oe may be checked by higher 
costs and taxes, trend is still steady. Dividend conservative. 


Westvaco Chlorine 2.96 2.90 1.85 1.85 B-2 Chlorine one of the most important of war chemicals, However, 
: now producing at virtual capacity and prices frozen so is vulnerable 
to higher taxes and costs. Dividend is apparently secure. 























(1)—Corporations have the option of computing excess profits tax liability either on the invested capital method or the average earnings method. The for- 
mer allows a credit of 7 to 8% on invested capital; the latter allows a credit of 95% of average earnings for the years 1936-1939. Indicated book value is an 
approximation of invested capital. b—Not likely to be subject to heavy excess profits taxes. ¢—Higher taxes will probably reduce earnings. d—Higher taxes 
mey pect recent rate of dividend. Je—Year ended June 30. My—Year ended May 31. Mr—Year ended Mar. 31. St—Includes 5% pfd. stock divs. 

¢ —Actual. 
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Which Stocks 


O: March 15, next, the initial payment on the Federal 
income tax for 1941 falls due. To many that date pre- 
sents an especially serious problem since it means that 
something must be sold from investment accounts to 
raise the required funds. Unfortunately the present level 
of the market makes for considerable reluctance on the 
part of the average investor so situated to part with any 
of his holdings at this particular time and yet there is 
a bright side to the picture after all. Far too many hold- 
ers of stocks and bonds hesitate to carry out changes in 
their list until forced to do so through unusual circum- 
stances and accordingly as such a stand-patter now re- 
views his list for possible sales, he probably will discover 
that many of the issues held are not in keeping with 
the times. 

It may well be that his personal objectives at the time 
of original purchase were considerably different from 
what they are today. Then, too, many things have hap- 
pened over recent years, to say nothing of months or 
even days, which have seriously affected the relative 
position of the individual investments comprising the 
list. When confronted with such assertions our Mr. Aver- 
age Investor will respond and with some justification, 
“Yes, nobody can deny that, but don’t forget these are 
unusual times and who knows what to do? Personally 
I think selling what I need to and sitting tight on the 
balance is the best policy.” Whether he thinks so or not, 
that is what he usually does and unless he is luckier 
than most, it will not be long before both income return 
and value may suffer irreparable damage. The policy of 
sitting tight through thick and thin can never be re- 
garded as constructive, but in present circumstances it 
may actually prove disastrous, especially to one depend- 
ent to any considerable extent upon investment income. 

While it is true that the difficulties are many in plot- 
ting a course of action and in deciding just which issue 
or issues should be disposed of to raise the cash needed 
for taxes or other purposes, there are nevertheless certain 
basic considerations which must be taken into account. 
In the first place the matter of taxes is assuming ever 
increasing importance and the investor today cannot 
afford to overlook this factor both from the standpoint 
of future relative market performance, but also as it may 
affect his income return. Priorities too must be consid- 
ered as they may influence earnings of a company de- 
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Equities with Doubtful Earnings and Dividend Prospects— 
A List of Selected Securities in Promising Position 


BY EDWIN A. BARNES 


to Weed Out? 


pendent largely upon civilian demand and which could 
not be readily converted to filling the requirements of 
the country at war. The margin by which recent years’ 
earnings have exceeded dividend payments is also a mat- 
ter which the investor interested in income cannot safely 
disregard. For example, if he holds such stocks as Na- 
tional Biscuit, Jewel Tea and Commercial Investment 
Trust, to cite but a few of the issues included in the 
table accompanying this discussion, the chances of reduc- 
tion in dividend payments from recent levels is better 
than otherwise and while present prices for issues of this 
type may discount this probability, it presents a problem 
to the income minded. Moreover, as long as the possi- 
bility of still lower earnings exists such stocks likely will 
continue to turn in a below average performance even 
under improved war-time markets should they develop. 

National Biscuit is an issue typical of many in the 





Stocks Subject to Lower Future 
Dividends 
Dividend Earned Recent 
1941 1941 Price 
American Chicle..........-.-- $6.00 $8.12 72 
American Gas & Electric. ...... 2.00 2.72 18%, 
Beech-Nut Packing............ 6.25 7.00(d) 841, 
Columbia Broadcasting "A"’..... 2.00 2.80 11 
Commercial Credit............. 4.25 4.65 17% 
Commercial Investment Trust... . . 4.00 4.78 23 
Commonwealth Edison. ........ 1.80 2.00(d) 21 
Consolidated Edison........... 1.80 2.00 12%, 
Loose-Wiles...2..cccccccccess 1.25 2.50(d) 17%, 
Midland Steel Products......... 3.00 4.00(d) 19%, 
Montgomery Ward............ 2.00 3.80(c) 261% 
National Biscuit............... 1.60 1.43 1534 
Pacific Gas & Electric.......... 2.00 2.30(d) 18 
PER orcs als s08 ops scbsiare 2.50 3.98(b) 161% 
Sears Roebuck................ 4.25 5.50(c) 501% 
eS, eee -60 -75(d) 5 
NR ee SC ee 2.50 3.00(d) 35 
Tidewater Associated Oil... ... 1.00 1.40(d) 9% 
Woolworth, F. W.............. 2.00 2.69 26 
Wrigley, Wm., Jr.............. 4.00 4.00(d) 501% 
(a)—Fiscal year ended June, 1941. (b)}—Nine menths. (c)— 
Estimated for fiscal year Jan., 42. (d stimated. 
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present setting. While the report for 1941 showed a good 
improvement in gross sales, and earnings before income 
and excess profits taxes were at the best level in a num- 
ber of years, the amount available for stockholders after 
payment of taxes was below that of the previous year. 
This particular company enjoys a long record of regular 
dividend payments, but these have been in a downtrend 
for several years and for the last two years distributions 
have actually exceeded earnings. While finances have 
been maintained in excellent shape and a strong cash 
position would allow uninterrupted payments at the re- 
cent rate if some improvement in the earnings position 
could reasonably be foreseen, that unfortunately does 
not appear to be the case now. Although the company 
will doubtless continue to benefit from the fact that pur- 
chasing power is rising and as yet most foodstuffs are 
not subject to rationing, the prospect for narrowing profit 
margins as a result of rising costs and taxes does not 
make for confidence in the war-time dividend prospect. 

Another type of business being especially hard hit by 
the war is that of the finance companies typified by Com- 
mercial Investment Trust and Commercial Credit. Earn- 
ings have thus far held up well, but the fact is that stop- 
page of private automobile production casts a consider- 
able shadow over the future demand for the services of 
these companies and as long as these conditions persist, 
investors will continue to place a low appraisal on earn- 
ings. To a lesser extent the automobile companies them- 
selves are up against a similar problem, but fortunately 
this industry is fast converting to the production of 
munitions and profits from these endeavors may be ex- 
pected to offset, at least in part, the suspension of private 
car sales. Of course it is to be doubted if profits on this 
business will compare favorably with regular peace-time 
lines when the matter of heavier taxes and the indicated 
policy of recapturing and limiting the profits on Govern- 
ment orders is considered. 

The mail order companies are also in a none too strong 
position and the investor finding it necessary to raise 
funds may well examine this section of his list also. Last 
year was for most a prosperous one, but conversion of 
more and more industries to a 100% war basis suggests 
that available merchandise will become scarcer as time 
goes on, particularly in the so-called hard goods such as 
tools, automobile parts, refrigerators and radios where 
priorities already threaten the civilian supply. Compa- 
nies such as Sears, Roebuck and Montgomery Ward 
normally handled these items in volume and curtailment 
may and probably will have an adverse effect on earnings. 

Utilities come naturally to mind in considering situa- 
tions out of step with the times due to the fact that many 
are faced with the restrictions of the Utility Holding 
Company law and in addition the entire industry is fac- 
ing rising costs without compensating increases in rates. 
The matter of taxes is fast becoming serious to many 
and where recent dividends have been covered by nar- 
row margins, the stockholder should not be surprised if 
dividends are adjusted downward during the current 
year when the take by the Government will unquestion- 
ably be greater. 

It would be possible no doubt to find some flaw in 
almost any security under present conditions, but after 
all everything is relative and our problem is to make 
changes in our list which will make us less vulnerable 
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Issues in Promising Income Position 


Common Stocks 


Dividend Recent 
1941 


Earned 
1941 Price 


Issue 
Allegheny Ludlum Steel 
Atlas Powder 
Atchison, Topeka & Santa Fe... . 
Coucible Steel................. 


$3.86 
6.13 
9.90 

12.95 
4.27(a) 
2.71 
6.15(b) 
1.40 
3.40 
4.00* 
4.91 
5.01(c) 


2.00 
1.00 
1.75 
2.00 
3.00 
National Cylinder Gas......... .80 
Owens-lilinois Glass........... 2.50 
Paramount....... .. -90 
Safeway Stores...... 3.50 
Timken Detroit Axle 


Preferred Stocks 

Recent Current 

Issue Price Yield % 
Allied Stores, 5%.. 7.46 
American Sugar, 7% 7.78 
Atchison, Topeka & Santa Fe 5%... 7.46 
Chicago Pneumatic Tool, $3............ 8.10 
Crucible Steel, 5% 6.49 
ErieR.R., A5%....... 12.63 
Goodrich, B. F., 5% 8.47 
Pure Oil, 6% 6.10 
Worthington Pump, Prior 444%... .... 8.65 


Current 


Yield % 
6.40 
6.25 
8.33 
8.47 


Balt. & Ohio 1st 4s, 1948... é 

Cities Service Deb. 5s, 1950 ee. 20 
Erie R. R. Income 414s, 2015 54 
Gulf Mobile & Ohio Income 5s, 2015....... 59 
Southern Pacific 41s, 1981................. 51 8.82 
Western Union 5s, 1960 82 6.10 


* Estimated. (a)—12 mos. to Sept. 30. (b)—12 mos. to Aug. 
31. (¢)—12 mos. to June 30. 











to those adverse trends now discernible. 

To get back to our original objective, namely, that of 
raising funds through advantageous sales, such action 
obviously implies a reduction of income to the extent 
of that being received on the issues sold. Such loss of 
income may be held to a minimum and in some instances 
avoided entirely, however, if the total value of issues 
sold exceeds that of issues purchased by approximately 
the amount of the funds required for taxes or other pur- 
poses. While each individual will find that his problem 
differs from that of another, the tables are designed to 
meet the requirements of most and it should be a simple 
matter to so rearrange the majority of accounts that the 
indicated annual return from the account as a whole 
may be maintained and at the same time greater protec- 
tion attained against the erosions common to our war 
economy. An examination of the list of issues suggested 
as substitutes for those sold will reveal a number of 
bonds and preferred stocks and where the return on 
these compares favorably with that on a common stock 
considered for sale, the investor will do well to switch 
to the senior issue. The advantage in such a move is 
mainly that of increased certainty of income return dur- 
ing a period of prospective heavy increases in both the 
normal and excess profits taxes since the effect of such 
levies is less pronounced in the case of senior securities 
than on junior equities. Common stocks in the “buy” 
list have been selected on the basis of the margin by 
which divided coverage is indicated as well as the ability 
of the companies to successfully meet the restrictions of 
war and the later reversion to peace. 








Strange Bedfellows 


Announcement was recently made 
that three companies—Beech-Nut 
Packing, Mohawk Carpet Mills, 
H. P. Snyder Mfg.—will pool their 
resources for the purposes of bidding 
for Government defense contracts. 
What lends special interest to this 
idea is the fact that normally none 
of these companies would likely be 
identified with defense work. Beech- 
Nut is one of the country’s leading 
and most successful packers of a 
widely diversified line of food prod- 
ucts and confections; Mohawk, as 
its name indicate, is a prominent 
manufacturer of rugs and carpets; 
while H. P. Snyder manufactures 
bicycles. The combined resources of 
the three companies total $50 mil- 
lions and will be pooled to obtain 
fabrication, assembly and machine 
work. All of these companies will 
be hit by priorities, etc., cutting off 
an important segment of their nor- 
mal business, and have apparently 
hit on this idea as a means of taking 
up the resulting slack. Other com- 
panies may find it expedient to fol- 
low suit, particularly those with 
plants operating in fairly close prox- 
imity, as is the case with these three 
companies. 


Paramount 


Evidence continues to accumulate 
in support of the contention that 
the motion picture industry is one 
industry which is really cashing in 
on the defense program, albeit in- 
directly. The report of Paramount 
Pictures for the 52 weeks ended 


January 3, last, revealed earnings 
of $10,125,000, up nearly 35 per tent 
from a year ago. Latest earnings, 
after payment of preferred divi- 
dends, were equal to $3.36 a share 
for the common stock. Paramount 
has been particularly fortunate in 
having an extensive theater chain 
which, after a long series of unprofit- 
able operations, is now contribut- 
ing importantly to the company’s 
profits. Admission prices were raised 
about 10 per cent last year and total 
paid admissions registered a marked 
increase. Aside from the fact that 
the inveterate movie-goer has more 
money to spend, lots of people ap- 


parently find the movies an effective 
antidote for the cares and worries 
brought on by the war. In England 
last year attendance at motion pic- 
ture theaters broke all previous 
records. Producers with an ear to 
the ground are concentrating fea- 
tures on light comedy and adven- 
ture films of improved quality. 
Moreover, losses of acting and tech- 
nical personnel to the armed forces 
have been of scant consequence. 


More Magnesium—More 
Aluminum 


The goal of 60,000 war planes this 
year and 125,000 in 1943 has been 
made a lot easier to attain as a re- 
sult of the greatly expanded facili- 
ties for producing aluminum and 
magnesium—two of the most vital 
metals in the construction of air- 
craft. Most heartening was the an- 
nouncement by William L. Batt, 
director of materials of W P B, that 
plans already well under way would 
result in stepping up aluminum out- 
put 640,000 million pounds to bet- 
ter than 2,100,000,000 pounds an- 
nually, while output of magnesium 
would be increased 325 million 
pounds to 725 million annually. In 
addition, arrangements have been 
completed to import 450 million 
pounds of aluminum from Canada 
annually beginning in 1943. The 


Aluminum is one of the most essential of metals used in manufacture of aircraft. 

Domestic output over the next year will be greatly expanded. Aluminum Co. of 

America's plant pictured above is largest in world and will be enlarged 50 per cent 
by middle of 1942. 
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necessary plants and equipment con- 
tributing to this increase, according 
to reliable reports, are either well 
along in construction, or will be in a 
comparatively short time. Right 
now, of course, these metals, and the 
means to produce them, are a major 
contribution to our national defense, 
but some day they will play an 
equally important role in contribut- 
ing to the efficiency and lower cost 
of scores upon scores of peace-time 
products. Although several com- 
panies promise to achieve consider- 
able prominenece in the production 
of aluminum, Aluminum Co. of 
America still retains its position of 
leadership. Dow Chemical is the 
foremost producer of magnesium, 
and as its contribution to the war 
effort is making substantial addi- 
tions to its producing facilities. 
Union Carbide & Carbon Corp. is 
also rapidly attaining a position of 
importance in the production of 
magnesium, as is Ford Motor. 


Tax Note for Investors 


As the revenue act now stands 
investors are not permitted to de- 
duct costs entailed in managing 
their portfolio in computing their 
income taxes. Reliable reports from 
Washington indicate that the Treas- 
ury and Congress are both agreed 
that this should be an allowable 
expense and there is a good possi- 
bility that the present tax laws will 
be amended accordingly. It is not 
likely that action will be taken in 
sufficient time to make these deduc- 
tions retroactive to cover 1941 in- 
come. Where such expenses have 
been entailed, however, investors 
might append a statement to that 
effect, thus enabling them perhaps 
to claim a refund at some later date. 


National Oil Products 


The annual report of National 
Oil Products fully substantiated the 
company’s earlier promise. Both 
sales and earnings last year estab- 
lished a new high record. Sales were 
up about $3,500,000 from the level 
of the previous year and, notwith- 
standing taxes nearly four times 
higher than those paid in 1940, earn- 
ings totaled $869,373 compared with 
$697,585 the preceding year. These 
figures were exclusive of the com- 
pany’s interest in Galen Co., in 
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Growth of Stock Ownership 


American Telephone and Telegraph Co. ......... 


Bendix Aviation Corporation 
The Borden Company 


Chesapeake and Ohio Railway Co. . 
Consolidated Edison Co. of N. Y., Inc 
E. I. du Pont de Nemours & Co. .... 


General Electric Company 
General Foods Corporation 
General Motors Corporation 
Kennecott Copper Corporation 
Texas Gulf Sulphur Company 


Union Carbide and Carbon Corp. .. 


Union Pacific Railroad Company 
United Fruit Company 
F. W. Woolworth Company 


re 


erase eeeeses 


68,766 


Figures compiled by New York Stock Exchange 





which is holds a 79 per cent equity. 
Including the latter, however, net 
available for the company’s 215,794 
shares of capital stock was equal to 
$4.11 a share. In 1940 per share 
earnings amounted to $3.92 on 179,- 
829 shares. The company engages 
in the manufacture of various indus- 
trial chemicals, vitamin products 
and cosmetics. Somewhat less than 
half of the company’s total sales 
volume is understood to be con- 
tributed by various vitamin concen- 
trates; 38 per cent is accounted for 
by various processing oils used by 
the leather, paper and textile in- 
dustries. Other products include 
metallic chemicals used in the manu- 
factures of paints, varnishes and 
lacquers, together with a line of 
shampoos, bath oils and cleanser 
creams. These products are manu- 
factured from fish, animal, vege- 
table and mineral oils obtained from 
both foreign and domestic sources. 
Supplies are understood to be ade- 
quate and despite the war the com- 
pany anticipates no serious diffi- 
culties in procuring sufficient raw 
materials. The company’s record of 
past earnings reveals a high degree 
of immunity from the swings in the 
general business cycle and dividends 
have been paid on the common 
stock in every year since 1929, when 
the company’s affairs were first 
made public. Dividends last year 
totaled $1.95 a share and despite 
the fact that current prospects are 
favorable for well sustained profits 
directors may elect to act conserva- 
tively in the matter of higher divi- 


dends. Of current assets at the close 
of 1941 totaling $5,316,000, slightly 
more than $4,000,000 was repre- 
sented by inventories, a substan- 
tially higher figure than a year ago. 
At recent levels around 34, the 
shares nevertheless invite favorable 
investment consideration on an in- 
come basis. 


So They Say 


Lend-Lease shipments aré being 
held up by lack of cargo space and 
new warehouse facilities are urgently 
needed. . . . Jewel Tea reports that 
its fleet of delivery trucks can be 
kept in operation for a minimum of 
two and a half years without re- 
placing either trucks or tires... . 
The annual report of American Can 
warned stockholders that restricted 
supplies of tin plate will curtail 
materially the use of tin containers 
for various products and reduce 
volume accordingly. .. . The recent 
report of Governor R. E. Tugwell 
recommending that Puerto Rico 
take effective steps to break up the 
large sugar estates into holdings of 
not more than 500 acres is likely to 
go unheeded for the duration of 
the war, at least. . . . Libbey-Owens- 
Ford plans to enter the pre-fabricat- 
ing house field, seeking to offset the 
virtual elimination of the automo- 
bile industry as the principal outlet 
for plate glass. DEFEND 


YOURSELF. BUY UNITED 


STATES DEFENSE BONDS... . 
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Comparing Standard Brands 
With General Foods 


Are Their Divergent Trends 


Likely to Continue? 


BY J. C. CLIFFORD 


I. a recent week 163,700 shares of Standard Brands 
common changed hands on the floor of the New York 
Stock Exchange, a volume nearly five times greater than 
that in the next most active stock and much greater 
than usual for Standard Brands. The price range was 
between 414 and 3% and the net decline for the week 
was only 14 point. 

It is understood that for some time substantial 
amounts of this stock have been under liquidation by 
members of the Fleischmann family, the present Stand- 
ard Brands, Inc., having been built chiefly on the foun- 
dation provided by the old and fabulously successful 
Fleischmann Company, whose name was, and still is, 
almost a synonym for yeast. Liquidation of this kind 
does not necessarily reflect “insider” opinion as to the 
future of a corporation. Tax considerations usually gov- 
ern the decision in the case of large and very wealthy 
shareholders. 

At a time when common stocks are supposed to have 
lost so much of their former popularity, perhaps the 
most interesting thing about the recent exceptional ac- 
tivity in Standard Brands is not that wealthy holders 
were selling many thousands of shares of it, but that 
numerous buyers had bids in for it in the open market 
and that the transfer of ownership was made at so small 
a price concession. 

Up to last Saturday Standard Brands had held steady 
for some weeks around $4 per share. Then it slid to 344 
on announcement that this dividend had been omitted, 
The common stock of General Foods has also been on 
the soft side recently, having shown a decline of 614 
points since December 31 to current price of 324%. 

Judged by the differing records of these two compa- 
nies, and of their equities, over the past decade or so, 
the fact that Standard Brands at present looks pretty 
well “sold out” is a phenomenon of scant significance, 
and scarcely one to give elation to shareholders who 
have sat with it over the years. On a long term basis, 
of course, the performance of General Foods, and of its 


common stock, has been by far the superior of the two. 

Back in the rosy days of the ’20’s the fast-growing 
packaged food business provided investors and specu- 
lators with some marvelous dreams. All the bankers had 
to do was take an old and highly successful package food 
business, like Postum Cereal Company or Fleischmann, 
merge a number of complementary food concerns with 
it to provide diversification, and come up in 1929 with 
a super-merger called General Foods or Standard Brands. 
Profit margins per dollar of sales were very sweet and 
most people thought they would stay that way. As for 
sales, why should there be any limit? You could take 
the demonstrated profit margin as a fixed percentage. 
project the sales gain for a few years at the rate of recent 
previous years and see for yourself how enormous the 
earnings would be! 

So in those days General Foods and Standard Brands 
were close rivals in investment popularity and both were 
highly regarded. The former in 1929 was once priced as 
high as 8134 in the market, the latter at a maximum of 
4434; but there were more than twice as many shares 
of Standard Brands outstanding as of General Foods, 
so that with allowance for difference in capitalization 
Standard Brands actually was valued the more highly 
of the two, 

Obviously, there was something wrong with the 1929 
calculations and projections of the comparative future 
prospects of these two companies. For whereas at the 
highest prices of 1929, General Foods was about 81 per 
cent higher in price than Standard Brands, today it is 
priced 828 per cent higher. Another way of putting 
it is as follows: If you had invested $10,000 in Gen- 
eral Foods at the highest price of 1929—which, for- 
tunately, relatively few stockholders did—your com- 
mitment would now be worth about $4,000. If you had 
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put the same sum in Standard Brands, it would now be 
worth about $782; and if you had put $10,000 in the 
great number of issues making up this publication’s 
weekly market index, it would now be worth about 
$2,700. Thus, in General Foods you would have fared 
substantially better than the average of the market, in 
Standard Brands considerably poorer than the average 
of the market. 

Each of these consolidations of assorted food enter- 
prises had a valid economic basis, but General Foods 
from the start had much the better position as regards 
diversification of products. It has more profitable eggs 
in its basket than has Standard Brands and hence is 
less dependent upon any single groups of products. 

There is much less product competition between the 
two companies than many investors imagine. The 
Fleischmann yeast items constitute the most important 
division of Standard Brands, and General Foods is not 
in the yeast business. Conversely, General Foods has 
many groups of items in which Standard Brands has no 
representation, including well-known breakfast cereals, 
flours, chocolate and cocoa products and various others. 
There is competition in certain minor items, such as 
baking powder and laundry aids; and in the more impor- 
tant items of coffee and gelatin desserts. General Food’s 
“Maxwell House” coffee, reputed to be the largest sell- 
ing single brand in the country, has a wide edge over 
Standard Brands’ “Chase & Sanborn.” 

General Foods was the pioneer in active exploitation 
of quick-frozen foods—vegetables, fruits, meats and sea- 
food—under the well-known trademark “Birds Eye.” 
Standard Brands offers no competition here, its frozen 
items being confined to eggs and fruits for sale to bak- 
ers. In gelatin desserts, General Foods’ “Jell-O” items, 
and Standard Brands’ “Royal” desserts are both well- 
known names—but with the former, pleasurably iden- 
tified by millions with 


Nuts,” “Huskies” and several other breakfast cereals, 
and also “Instant Postum,” as well as by-products, in- 
cluding animal feeds. There is the “Jell-O” division, 
including puddings and ice cream mixtures. Coffee and 
tea are widely marketed, chiefly under the “Maxwell 
House” name and also sold in bulk to restaurants and 
hotels; and decaffeinated coffees are handled under the 
names “Sanka Coffee” and “Kaffee Hag.” Flours, made 
by the Iglehart Brothers subsidiary, include “Swans 
Down” and various other cake and bred flours, as well 
as chicken and stock feeds. There is the famous line of 
Walter Baker & Co. chocolate and cocoa products. The 
Franklin Baker division processes coconut meats, and 
coconut and vegetable oils. Still other divisions include 
such products as “Log Cabin” syrup, “Certo,” “Sure-Jell,” 
“Vitapack” edible nuts, “Diamond Crystal” salt, baking 
powders under the names “Calumet,” “Snow White” and 
“Dairy Maid,” also tapioca desserts under such names as 
“Minute,” “Lightning” and “Star Pearl,” and the laundry 
items “La France” and “Satina.” Through Bluepoints 
Co. subsidiary, the company farms oyster beds and mar- 
kets oysters both in the shell and in quick-frozen form. 
Through other divisions it offers a wide variety of fresh 
seafoods under the name “40-Fathom Products.” 
Finally, there is the variety of frosted foods under the 
“Birds Eye” brand. 

The best known Standard Brands’ names are “Fleisch- 
mann’s Yeast,” “Chase & Sanborn” coffee, “Tender Leaf 
Tea,” “Royal Baking Powder,” “Royal Desserts” and 
“Fleischmann’s” gin. The company also markets vari- 
ous other distilled liquors, including Scotch and domestic 
whiskies, sloe gin and rum. Production of gin and rum, 
not believed to be highly profitable, has run into a 
priority snag, due to needed diversion of alcohol distil- 
ling facilities and materials to war work. The company, 
of course, has an extensive line of yeast items and certain 





the Jack Benny radio 
show, having the lead 
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in consumer popularity. 
Conversely, in radio 
popularity, “Chase & 





Sanborn’s” Charlie Mc- 
Carthy is tops, but Fan- 
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nie Brice (Maxwell 
House) and others con- 
tinue to sell the most 





coffee. 

Both companies rely 
greatly on extensive and 
intensive advertising, 
but General Foods has 
by far the greater num- 
ber of well-known food 
trademarks. The best 
way to compare them 
with respect to the very 
important matter of di- 
versification is to cite 
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the items in some detail. 
Taking General Foods 
first, there are the Post 
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others‘ that are sold to the baking industry. 

Examination of the differing fortunes of the two 
companies over past years is pertinent. Each has had a 
major expansion in sales, with 1941 breaking all former 
records. General Foods reports sales of $180,358,000 for 
last year and net of $14,153,000, equal to $2.56 per share 
on the common, against $2.77 per share in 1941; but 
decline of 21 cents in net income per share was due 
mainly to setting up of special reserve of $1,500,000 
against possible war losses on certain foreign properties. 
Standard Brands reported 1941 sales of $119,563,000 and 
net profit of $7,759,000. This was 54 cents per share 
against 68 cents in 1940. Decline was due largely to 
higher taxes but also to special provision of $1,500,000 
for additional “depreciation and obsolescence.” As 
compared with the year 1930, General Foods 1941 sales 
showed a gain of 54 per cent; estimated Standard Brands 
sales, a gain of 33 per cent. 

For both companies, due mainly to lower prices and 
higher taxes, there has been a severe long term decline 
in margin of profit per dollar of sales. For General 
Foods, net income in 1930 equalled approximately 16.2 
per cent of sales, while the comparable figure for last year 
was approximately 7.8 per cent. For Standard Brands 
it was 18.7 per cent in 1930 and 6.4 per cent in 1941. 

The experience of both is somewhat unusual in that 
1932, bottom year for most American business enter- 
prises, was not the poorest profit year for either of these, 
but a fair year for General Foods and one that Standard 
Brands would like to match. It earned $15,000,000 in 
that generally bleak year and has not since duplicated 
it. Closest approach was 1936, with $14,700,000. Over 
the following three years there were progressive decline 
in earning power to a low of $7,801,000 in 1939. The 
company’s 1940 performance was a highly creditable 
one, in view of the fact that net income was increased 
to $9,985,000, or a bettermen of more than $2,000,000 
over 1939, although sales volume was only nominally 
changed. Improvement in profit was due mainly to op- 
erating economies and reduction in amount of reserves 

for losses in foreign exchanges as compared with 1939. 


614 


Benefits of the large gain in sales last year were more 
than offset by the further major boost in taxes, despite 
continuing successful control of operating costs. 

General Foods had net income of $10,343,000 in 1932, 
bettered that figure with successive increases each year 
thereafter to $14,241,000 in 1936, slumped to $9,206,000 
in 1937 (chiefly due to year-end write down of inventory 
valuations); then had two up years to a seven-year 
recovery high of $15,427,000 in 1939. Because of 
sharply higher taxes, 1940 brought a small decline in net 
despite a further gain of more than $7,000,000 in 
sales. For 1941, only a record-breaking jump in sales 
made it possible to confine the further shrinkage in net 
income to such moderate proportion. 

For companies of this type it is scarcely to be expected 
that annual sales gains of 18 to 20 per cent, as in 1941, 
can be indefinitely continued. The still higher corporate 
taxes expected to be enacted this year will be onerous in 
any event, but especially so if recent rate of sales expan- 
sion tends to flatten out. 

Over the longer range, General Foods has much the 
better dividend record. In 1930, which was the first 
full year of operation of the present Standard Brands, 
this company paid $1.50 on its common. From then 
through 1936 dividends were fairly well maintained, 
with $1.20 in 1931-1932, $1 in 1933-1934, 95 cents in 
1935 and $1.05 in 1936. Since 1936 the trend has been 
persistently down—80 cents in 1937, 6214 cents in 1938, 
4714 cents in 1939, 40 cents in 1940 and 50 cents last 
year, consisting of 40 cents regular and 10 cents extra. 
In omitting the 10 cent quarterly distribution last week, 
directors explained this was due to uncertain conditions 
ahead and need to conserve working capital. 

General Foods paid $3 in 1930-1931; $2.50 in 1932, 
$1.80 in 1933-1935 and has since paid a regular rate of 
$2 plus 25 cents extras in 1936 and 1939. On the basis 
of regular rate, General Foods is currently priced on a 
yield basis of approximately 6.15 per cent; while the $2 
General Foods rate covered by a margin of 28 per cent 
on the basis of 1941 earnings. Both companies maintain 
their customarily strong (Please turn to page 627) 
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The Personal Service Department of Tuk MaGazine or WaALt SrrReer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Loew's, Inc. 


In view of the favorable earnings shown 
for 1941 do you feel that Loew’s, Inc., com- 
mon is in a position to pass its high of 4114 
by a substantial margin in the near future? 
To what extent were the 1941 earnings im- 
proved by the receipt of funds held in es- 
crow in Great Britain (against which the 
company had previously set up large con- 
tingency reserves)? What are the details 
of the new financing just arranged? I under- 
stand this will result in considerable savings 
every year. I bought 200 shares of common 
at 38%. In the event of a rise of a few 
points would you advise me to sell—or do 
you counsel retention of my holdings as an 
investment?—Mrs. D. R., Boston, Mass. 

In line with the experience of the 
entire motion picture industry, 
earnings of Loews Inc. are benefiting 
from the rise in theatre attendance 
which is attributable to increasing 
public purchasing power and more 
liberal spending for amusements. 
Theatre attendance has_ recently 
been running some 15 per cent 
above a year ago and all indications 
point to a continued uptrend. Of 
considerable significance in this re- 
gard is the fact that spending for 
automobiles, refrigerators, radios 
and other similar consumer durable 
goods is in the process of being 
drastically curtailed under the war 
program and presumably this will 
release additional expenditures in 
non-priority effected fields such as 
motion pictures and other forms of 
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amusements. At least that has been 
the experience in Great Britain, 
where theatre attendance currently 
is surpassing all previous records. 
Loews has set up sizable reserve for 
contingencies that might arise from 
inability to transfer earnings from 
the British subsidiaries to the 
United States. Fortunately recent 
returns to the parent company are 
understood to have exceeded expec- 
tations and indications are that 
earnings will continue to accrue to 
the parent organization in view of 
the close economic and monetary 
ties now obtaining between the 
United States and Great Britain. 
In the company’s report covering 
the twelve weeks ended November 
20, 1941, the company showed earn- 
ings, equal, after preferred dividend 
requirements to $1.45 a common 
share, as against $1.04 the year be- 
fore. These latest earnings were 
achieved despite the fact that re- 
serves for Federal income and ex- 
cess profits taxes was increased 
substantially and reserves for con- 
tingencies were further augmented. 


It is believed that the company’s 
accounting practice is now com- 
pletely in gear with the exchange 
difficulties encountered in a war 
economy and that income from 
sources outside the United States 
may even exceed present indica- 
tions. By retirement on February 
16th of all outstanding 314 per cent 
debentures and the $6.50 preferred 
stock through sale of $13,000,000 in 
15 year 3 per cent debentures and a 
&5,000,000 bank loan at 214 per cent, 
the company has effected a saving 
for the common stockholders of ap- 
proximately 50 cents a share. Con- 
sidering the highly favorable past 
record of the company and its cur- 
rent promising earnings trend, we 
feel that the stock represents an 
attractive equity for holding under 
present conditions and given an 
improvement in the general list, the 
shares promise to move into new 
high ground. 


National Distillers Products Corp. 


What effect will the requirements of large 
production of industrial alcohol have on 
National Distillers? Can the company 
handle this bustness profitably? Are pres- 
ent liquor inventories sufficient to enable 
diversion of production facilities to this 
purpose without interference to normal 
sales? What is your opinion of the plan for 
new preferred and debenture issues? Would 
this substantially improve the financial po- 
sition of the company? What if any, would 
be the effect on the common stock? Are 
retail price structures now in a stable con- 
dition? Considering all factors, what is your 
advice on 150 shares of common, bought at 
24% in 1940?—Mr. L. S., White Plains, 
Moe. 


The report of National Distillers 
(Please turn to page 626) 
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Prepaid and Instruct Us to Answer Collect. 











Exceptional Possibilities Open 
in Coming Market Movements .. . 


ITH desirable stocks at depressed prices, offering 
exceptional income and capital growth possibili- 
ties . . . with selected industries headed for new peaks 
in activity, due to war orders . . . to what extent will 
you improve your security po- 


buy and when to sell, you can take advantage of im- 
portant market movements. You can also gradually 
lay the foundation for income and capital growth through 
our Longer Term Recommendations. All commitments 

made on our advices are kept 





sition . . . over the near term 
. over the longer term? For 


discriminately know what to buy, 
when to buy, when to sell. 


Take Advantage of 
FORECAST Counsel 


Now ... and during the vital 
months ahead . . . when judicious 
action can mean so much to your 
financial welfare, we urge that 
you avail yourself of Forecast 
counsel. We suggest that you do 
so on the same basis that you 
would consult professional ad- 
vice when it is essential that you 
know what to do. 





at all times. 


In the field of security guidance 
and prediction of market trends, 
THE Forecast has established 
an outstanding record... overa 





A Well-Rounded Service 


your investment success, you must 1. Security Advisory Service 
Especially arranged programs to take 


advantage of short, 
major market movements . . . with 
definite advice as to what and when to 
buy and when to sell. 

Telegrams on all recommendations for 
short-term profit... 
our Trading Advices, Bargain Indicator 
and Unusual Opportunities. 


Consultation by wire and by mail is open 


—Dow Theory Interpretation 

... Weekly Supplementary Service for 
Comparison: Applied 
mediate and minor trends .. . with a fre- 
quent summary of penetration levels. 


2. Business Service 

Concise review of current situation ... 
latest factors and prospects...with charts. 
3. On The Industrial Front 
Transition of industries in our war econ- 
omy .. . with appraisal of outlook. Sars 
4. Washington Service 


Weekly reports on legislative and poli- 
tical developments and their effects. 


under our continuous supervi- 
sion... you are also informed 
when to contract or expand your 
intermediate and position. 
Rare Opportunities 
Developing 


as included in : ’ 
Prepare NOW to invest in spe- 


cial situations . . . securities 
especially selected to benefit 
from the $150 Billion War 
Program . .. from heavy, though 
selective, consumer buying. If 
you wish to concentrate in low 
and moderate priced common 
stocks . . . which gives you a 
wide selection in today’s markets 
. we suggest our Unusual 
Opportunities program. With 
moderate capital, you can follow 
(these definite advices in sizable 


to major inter- 











period of 24 years . . . with its 
authoritative sources of data, unique business contacts 
and widespread facilities. Its staff, as a result of long 
and practical experience, has advantageously served 
investors and traders in many crucial situations. 


What and When to Buy and When fo Sell 


Through our short-term advices of what and when to 


units of shares. 
To cooperate with you under present conditions, we 
easiest. gad to extend to you our new 
é special offer of Free Service to 
to April} April 1. By that date your market 
and investment positions through our counsel should be 


considerably improved. 
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be assigned at any time without your consent.) 
Send me collect telegrams on all recommendations checked below: 


O UNUSUAL 
OPPORTUNITIES 


O TRADING 
ADVICES 


BARGAIN 
INDICATOR 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


I enclose [] $75 to cover my six months’ test subscription [] $125 for a full year of The Investment and 
Business Forecast with service starting at once but dating from April 1, 1942. I understand that re- 
gardless of the telegrams I select, I will receive the complete service by mail. (Your subscription shall not 


Low-priced Common Stocks for Market Appreciation. One or two wires a 
month. on average. Maximum of five stocks carried at a time. $1,000 capital e 
sufficient to buy 10 shares of all recommendation. 


Active Common Stocks for Short Term Profit. One or two wires a month, on 
average. Maximum of five stocks carried at a time. $2,000 capital sufficient 
to buy 10 shares of all recommendations. 


Dividend-paying Securities for Profit and Income. One or two wires a month, cial interest in any 
on average. Maximum of five stocks carried at a time. $2,000 capital sufficient 
to buy 10 shares of all reecommendations. 


Continuons Censultation. Submit Your Securities for Our Latest War Economy Analysis. 


Free Air Mail 
Service 


(1 Check here if you 
wish Air Mail and it 
will expedite delivery 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 


NEW YORK, N. Y. 


We serve only in an 
advisory capacity, han- 
dle no funds or securi- 
ties and have no finan- 


issue or brokerage 
house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and 
secure profits. 
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BUSINESS ACTIVITY 
CONCLUSIONS 


INDUSTRY—Industrial production 


slackens while changing over to war 





M.W.S. INDEX 





work. Ship shortage a potential 
menace to armament output. 





TRADE—Many civilian goods to be of 
poorer quality and dearer in cost. 





COMMODITIES—Farm bloc in open 
revolt against Administration efforts 


to stem rise in farm commodity 
prices. 





MONEY AND CREDIT — Excess re- 


serves at new low since September 





1938. Loans and investments of 
New York banks are at record levels. 




















The Business 





While less than normal seasonal expansion in 
steel operations and paperboard output ac- 
counts in part for the sharp drop of nearly three BUSINESS CREDIT 

oints in per caita Business Activity since our 
fast issue, the major depressant is closing of civi- 
lian plants preparatory to conversion for war c 
work. The B. A. E. looks for a 20% reduction POE bi ell 
in output of civilian goods this year, compared 4 
with 1941; but a 10 to 15% increase in total 
production, including armament, accompanied 
by an 8% rise in national income on the ba- 
sis of 1941 prices. Growing shortage of ship- 
ping, however, is making it increasingly difficult 
to bring in strategic raw materials and to de- 
liver finished products to our allies. Planes, 
tanks and guns pile up on our piers and this 
congestion, if continued, may sooner or later 
slow the production even of war goods. War 
appropriations have reached the stupendous 
total of $142 billion, of which up to present 
writing only $23.5 billion have been expended. 








DEMAND DEPOSITS 
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With total loans and investments of member nae 
banks expanding at the annual rate of $4.2 Leese?’ COMMERCIAL LOANS 
billion, there is no occasion to look for any 
material decline in aggregate business profits 
this year; though it is quite possible that some 
of the larger corporations, pet targets for 
Congressional tax arrows, may make a some- 1941 1942 
what poorer comparative showing. On the FEDERAL RESERVE MEMBER BANKS 

(Continued on next page) 
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Business and 





Industry 





Date 


Latest 
Month 





Previous 


Month 






Last 
Year 





PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION(a) 


| Jan. 


170 


168 


139 





INDEX OF PRODUCTION AND 
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TRADE CO). «0.5... ccc eee. Jan. 112 110 103 
SURI iss oo cca Renee coke Jan. 119 118 106 
Durable Soods. .°.............. Jan. 123 123 110 
Non-durable Goods. .......... Jan. 115 114 103 
Primary Distribution............ Jan. 103 104 95 
Distribution to Consumers....... Jan. 103 97 102 
Miscellaneous Services......... Jan. 104 108 97 

WHOLESALE PRICES (h)....... Jan. 96.0 93.6 80.8 
INVENTORIES (n. i. c. 6.) 
DRONES 65.5 cn orca pallens Nov. 156.9 154.3 124.3 
LL a ae Nov. 237 237 213 
NNER TR seston Nov. 201 206 150 
COST OF LIVING (d) 
PRMRRING oo ocsccnic eo Sade has Jan. 94.5 93.2 86.0 
1 eel eee nth aes ay. Jan. 95.2 92.6 78.7 
lll eee ee Obs Fo): Jan. 90.1 89.9 87.6 
RMN NE Csi o28 oS Seas wR Jan. 82.4 80.1 73.0 
Fuetandight. . .2..6.005.%00- Jan. 90.4 90.3 86.4 
STS See ee ere Jan. 102.5 102.8 102.2 
Purchasing Value of Dollar...... Jan. 107.5 107.1 115 
NATIONAL INCOME (cm)j{....) Oct. $8,262 $8,064 $6,812 
CASH FARM INCOME}; 
Farm Marketing............... Dec 1,147 15933 772 
Including Gov't Payments....... Dec 1,230 1,301 842 | 
Total, First 11 Months.......... Dec gb Vir 8,333 | 
Prices Received by Farmers (ee)..} Jan. 149 143 104 | 
Prices Paid by Farmers (ee)... .. Jan. 146 143 123 
Ratio: Prices Received to Prices 
UST OSS eS oa eg oe Jan. 102 99 81 
FACTORY EMPLOYMENT (f) 
Diabla S000S. «ooo. cess once Dec 144.0 143.7 117.6 
Non-durable Goods. .......... Dec. 125.4 125.7 115.7 | 
FACTORY PAYROLLS (f)..... Dec 169.8 165.2 122.4 
RETAIL TRADE 
Department Store Sales (f)....... Jan. 130 110 101 
Chain Store Sales (g)........... Jan. 164 157 124 
Variety Store Sales (g)......... Jan. 164 160 126 
Rural Retail Sales (j)........... Nov. 186 167 138 | 
Retail Prices (s) as of........... Nov. 107.5 106.2 93.7 | 
FOREIGN TRADE 
Merchandise Exportst.......... Oct @ilov. $4457 9 ww... $671 
Cumulative year's totalf to...... Nov. 30 ere 3,703 
Merchandise Importst.......... Oct. & Nov. BEC “h -ehiteets 430 
Cumulative year's total} to...... Nov. 30 Spee” ate 2,372 
RAILROAD EARNINGS 
Total Operating Revenues*..... Dec. SA79560) aude: $381,937 
Total Operating Expenditures*..} Dec. 55) ae 266,149 
op ek ee eee see Dec. SS OOO © waihastes 26,809 
Net Rwy. Operating Income*...| Dec. B0549° wanes. 78,851 
Operating Ratio %............ Dec = [5 ee ee 69.68 
BUILDING Contract Awards (k).| Jan $317 $432 $305 | 
F. H. A. Mortgages | 
Selected for Appraisalt........ Dec. 14 73 7 
Accepted for Insurancet........ | Dec 12 56 13 | 
Premium Payingt..............| Dee 19 77 18 
Building Permits (c) 
ap Ue Dec 87 87 99 
Mew vormGityt. .......5...6. | Dec 7 5 15 
Soh ¢ 2 9 Rnaneannenes | Dee. 94 92 14 | 
Engineering Contracts (En)+.....| Jan $629 $270 $585 





other hand, opportunities and temptations to 
profiteer in the present inflationary setting are 
enormous, and this war will be no exception in 
developing a number of mushroom millionaires 
among the erstwhile smaller fry. Total corporate 
profits last year are estimated at $7 billion, after 
Federal taxes of $2.9 billion. According to 
Treasury compilations, corporate profits after 
taxes totaled only $3.9 billion in 1938. Though 
dividends declared in January were 7% more 
liberal than a year ago, the need to conserve cash 
may dictate a somewhat more conservative policy 
this year, as foreshadowed in recent reductions by 
du Pont and Chrysler. Dividend reduction by 
the latter was in the face of an 8% risd in 1941 
net, and a fourth quarter increase of 50%; but— 
cash on hand was off 44%. 


* * * 


Unemployment dropped four millions last year 
to only 3,228,000 at the year end, according to 
the National Industrial Conference Board; while 
total employment rose 4.5 millions to 51,758,- 
000. Department store sales in the week 
ended Feb. 14 were only 19% above last year, 
compared with increases of 25% for four weeks 
and 29% for the year to date. 


* > a 


Raw material spot prices now average 
23.5% higher than at the end of August, 1939; 
wholesale prices are up 28.3%; retail prices, 
23% and living costs, 12.5%. It is significant 
that the 23% jump in retail prices is for goods 
other than food. On this basis, wholesale prices 
during the same period (from the outbreak of war 
in Europe up to present writing) have advanced 
only 18%. This points to a sufficient increase 
in mark-ups to more than compensate for higher 
costs and taxes. Since the outbreak of war in 
Europe, food at retail has risen 26%, clothing 15% 
but rents are up only 4.4% on an average. 


* * s 


Carloadings at the present time are running 
about 10% ahead of last yeat. Operating reve- 
nues of Class | railroads in January were 26% 
above the like month of 1941, with freight reve- 
nues up 26% and passenger revenues 36%. 
Decision in freight rate case is expected soon. 


& * ® 


Present average wholesale price for building 
materials is 10.5% higher than a year ago. 
Profits of producers in this field should compare 
favorably with last year; since total volume of new 
construction, though mostly for war purposes, will 
be the heaviest in many years. Largely due to 
an 86% jump in Federal work, engineering 
construction awards for the year to date have 
topped the like period last year by 12%; with 
public construction up 45%, and private awards 
off 61%. Among total awards of nearly $1 bil- 
lion for the first eight weeks, private projects ac- 
counted for only 11%, with the remaining 89% 
public. 
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Latest 
Month 


Previous 
Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








STEEL 
Ingot Production in tons * 
Pig lron Production in tons*.. .. 
Shipments, U. S. Steel in tons*. . 


7,129 
4,971 
1,739 


7,164 
5,012 


6,928 
4,664 
1,682 





AUTOMOBILES 
Production 
Factory Sales 
Registrations 
Passenger Cars, U. S. (p) 
Trucks, U. S. (p) 


5,108,992 


174,188 
41,006 


163,126 
35,985 


4,692,338 


334,073 
51,095 





PAPER (Newsprint) 
Production, U.S. & Canada * (tons). 
Shipments, U. S. & Canada * (tons). 
Mill Stocks, U. S. & Canada * (tons). 


Jan. 
Jan. 


Jan. 31 


397 
372 
155 





LIQUOR (Whisky) 
Production, Gals. * . 
Withdrawn, Gals. *. 
Stocks, Gals. * 


Dec. 
Dec. 
Dec. 


31 


13,632 
6,832 
511,211 


383 
405 
131 


383 
377 
189 





11,828 
8,143 
505,557 


12,316 
1,649 
479,102 





GENERAL 
Paperboard, new orders (st)... .. 
Machine Tool Output (millions of 
Railway Equipment Orders (Ry) 

Locomotives 
Freight Cars 
Passenger Cars 
Cigarette Production t 
Bituminous Coal Production * (tons). 
Portland Cement Shipments * (bbls.). 
| Commercial Faflures (c) 


$) 








Dec. 
Nov. 


521,866 
85.1 


527,829 
74.6 


393,026 
53.8 


165 
11,669 
38 
16,269 
48,540 
7,984 














WEEKLY INDICATORS 





| 


1,086 | 


New passenger cars registered in the U. S. 
during 1941 totaled 3,731,166 units—only 
149,040 below the 1929 peak. New truck 
registrations rose to 640,697, a new high record. 
Full arms production will lift automotive industry’s 
output to $12 billion yearly—three times the 
previous peak for motor car sales. Arms inven- 
tory turns over 4 or 5 times a year, against 15 to 
20 times for Autos. Hence some of the biggest 
companies are planning large-scale financing. 

« * * 


As of Feb. 1, Class | railroads had 68,070 new 
freight cars on order, the largest backlog for 
any like date on record and 66% above last year. 
During January, 8,143 were put in service, against 
only 6,525 in the like month of 1941. New 
locomotives on order as of Feb. 1 numbered 
543 against only 238 a year earlier. Steel plates 
to fill these orders are still slow in coming in, 
otherwise the railroad equipment industry, 
which is also working on large orders for tanks and 
shells, faces record prosperity. 


* * * 


Cigarette withdrawals in January reached a 
new high level—19% above last year. Shoe 
output in January, at 38.5 million pairs, also made 
a new high record, gaining 4.6% over last year. 
North American output of newsprint in January 
was 11% above last year. 











Latest 
Week 


Previous 


Week 


Year 
Ago 


PRESENT POSITION AND OUTLOOK 








= : 
M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


123.9 





124.8 


110.5 





ELECTRIC POWER OUTPU 


3,424 





TRANSPORTATION 
Carloadings, total 


Seat alles Sarat tenes 
Forest Products 
Manufacturing & Miscellaneous... .| 


L. C. L. Mdse 


. 21 
at 
Som 
ark 
. 21 
pa 


774,595 
36,103 
158,665 
44,916 
347,334 
150,030 


3,422 


782,699 
38,745 
154,718 
47,603 
351,892 


151,515 


678,493 
27,233 
150,837 
36,691 
288,701 
139,280 





STEEL PRICES 
Pig Iron $ per ton (m) 
Scrap $ per ton (m) 
Finished c per Ib. (m) 


. 24 
. 24 


Feb. 


24 


23.61 
19.17 





STEEL OPERATIONS 
% of Capacity week ended (m).... 


Feb. 


28 





PETROLEUM 

Average Daily Production bbls. *. . 
Crude Runs to Stills Avge. bbls. *.. 
Total Gasoline Stocks bbls. * 

Fuel Oil Stocks bbls. * 
Crude—Mid-Cont. $ per bbl... .. .| 
Crude—Pennsylvania $ per bbl... .| 
Gasoline—Refinery $ per gal 





Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 


21 
21 
21 
21 
28 
28 


. 28 


3,889 

104,312 

88,899 

1.17 

2.23 
083 


2.305 


23.61 
19.17 
2.305 


23.45 
20.08 
2.305 


96.0 





4,079 
3,772 
101,796 
89,955 
1.17 
2.23 

08 


3,630 
3,568 
94,706 
96,883 
1.02 
1.18 
0594 


| 


2,986 | 


| 
| 
| 


| 
| 
| 
| 
} 
| 
| 
| 


Though electric power output is running 
currently about 15% above last year, profits of 
the industry are being squeezed slowly between 
rising costs and inflexible rates. Natural gas 
pipe lines in some localities wil be used to carry 
oil. 

* * . 

Steel companies earned less in January than for 
the like month of 1941 and rising costs along with 
prospective heavier taxes are likely to perpetuate 
the unfavorable comparative showing, unless OPA 
should raise price ceilings. Since Russia and 
India normally produce 60% of the world's 
manganese, essential in steel making, and supplies 
from Russia have long ago been reduced to a 
trickle, the Japanese threat to shipments from India 
makes it imperative to rush plans for utilizing low 
grade deposits in our own country. 

* * * 


The U. S. A., producing 2/3 of the world’s 
petroleum, faces a shortage of oil products 
owing to the anomalous transportation set up 
under which we import from ourselves. Enemy 
submarines are chortling over this weak link in 
our supply lines; but the blockade is no laughing 
matter to East Coast homes and industries. Crude 
oil inventories are rising despite lowered produc- 
tion. Tank car leasing companies are operating 
at capacity. 








TMillions. 





*—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e)—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f)—1923-25—100. 
(3)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp., (m)— 
Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. _(pl)— 
Preliminary. (r)—Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st.)—Short tons. 


100% —estimated 
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Trend of Commodities 


Nothwithstanding the vigorous protest of President 
Roosevelt, The Senate last week voted to forbid sales of 
Government-owned farm commodities at less than parity 
prices. The necessary legislation would be attached to a 
rider on the $32,762,737,900 war appropriations bill in the 
belief that the President would not veto such an important 
measure, Nevertheless at the close of the week there were 
some indications that the President might do exactly that. 
The Department of Agriculture has estimated that if farm 


prices are permitted to advance to the levels demanded by 
Congress the national food bill would be increased a billion 
dollars annually. The farm bloc, on the other hand, takes the 
stand that the Administration had promised farmers parity 
prices under previous legislation. Full parity prices would 
increase feed costs and add |7 per cent to hog prices, 5 
per cent to beef cattle and 10 per cent to dairy products in 
order to maintain the present rate of progress toward nec- 
essary food production goals. 









































1926=100 
































U.S$.B.L. 














FINISHED PRODUCTS f 


U.SB.L.  eagitl 
a, 











RAW MATERIAL PRICES 
M.W.S. INDEX 














| A RB 
| WHOLESALE PRICES 


= 


























‘35 ‘40 


‘30 


‘20 ‘25 











U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Feb. 28 
165.2 
161.0 
167.9 


Feb. 21 
28 Basic Commodities 
Import Commodities 
Domestic Commodities 


Feb. 28 
180.2 
182.3 
153.3 


Feb. 21 
Domestic Agricultural 
Foodstuffs 
Raw Industrial 





Latest 
Date 


Previous 


Wk. or Mo. Wk. or Mo. 


Year 


yd PRESENT POSITION AND OUTLOOK 








COTTON 

Price cents per pound, closing 
18.41 
18.49 
20.16 


27 
Feb. 27 

Be | 
(In bales 000's) 
Consumption, U. S 
Exports (Ex-Linters) 
Imports (Ex-Linters) 
Government Crop Est 
Active Spindles (000's) 


946 
166,668 
40,696 
10,976 
10,240 


Jan. 
Oct. 
Oct. 
Dec. 1 


18.33 
18.53 
20.03 


887 
189,215 


Cotton. Responding to a 13-point increase 
in parity price as of mid-February prices ad- 
vanced, although gains were modified to some 
extent by substantial hedge selling against pur- 
chases of C. C. C. cotton. Trade buying was 
active, reflecting Government awards. Latest 
contracts included 20,000,000 handkerchiefs and 
about 40,000,000 yards of cotton drills. Trading 
activity subsided, awaiting clarification of the 
Senate-Administration controversy over parity 
sales. 

* + + 


10.43 
10.40 


12,686(ac) 
11,931 





WHEAT 

Price cents per bu. Chi. closing 
cor 12914 
27 130% 
. 1 945,937 


1301%4 
131% 


Wheat. Lack of trading interest as much as 
anything was responsible for the moderate decline 
in grain prices last week. Traders were appar- 
ently reluctant to act until the outcome of the 
clash between the President and the farm bloc 
became more definite. May wheat registered a 


8314 
193% 
812,374(ac) 





CORN 

Price cents per bu. Chi. closing 
Re # | 865 
ae | 8834 
. 1 2,672,541 





uly 
Gov't Crop Est. bu. (000’s)....... 





net loss of 1 cent, while soy beans were off 25 
cents. Sales of wheat for feed by C. C. C. were 
discontinued during the closing days of February 
but will be resumed shortly at an advance of 1 
cent in prices. 


60%. 
6034. 
2,460 ,624(ac) 
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Latest 


Date Wk. or Mo. 


Previous 


Wk. or Mo. 


Year 


Ago 


PRESENT POSITION AND OUTLOOK 








COPPER 
Price cents per Ib. 
Domestic 
Exports f. a. s. N. ¥ 
Refined Prod., Domestic.*........ 
Refined Del., Domestic* 
Refined Stocks, Domestic* 


12.00 
11.00 
90,017 
130,467 
81,371 


12.00 
11.00 
89,940 
138,585 
75,564 


12.00 
10.50 
93,840 
119,736 
116,854 





TIN 
Price cents per Ib., N. ¥ 
Tin Plate, price $ per box 
World Visible Supplyt as of 
U. S. Deliveriest 
U. S. Visible Supplyt as of 


52 
5.00 
38,600 
7,700 
2,186 


59 
5.00 
40,777 
8,355 
1,127 


5134 


5.00 
31,869 
9,200 
4,362 





LEAD 
Price cents per lb., N. ¥ 
U. S. Production* 
U. S. Shipments* 
Stocks (tons) U. S., as of 





ZINC 
Price cents per Ib., St. Louis 
U. S. Production* 
U. S. Shipments* 
Stocks, U. S. as of * 





SILK 
Price $ per Ib. Japan xx crack 


Mill Dels. U. S. (bales) 


Visible Stocks U. S. (bales) as of... 


6.50 
57,181 
50,680 
20,185 


6.50 
48,930 
45,980 
13,671 


5.65 
61,906 
56,755 
40,927 





8.25 
79,213 
79,413 
23,862 


8.25 
78,635 
71,155 
24,062 


7.25 
66,121 
68,844 
14,859 





3.57 
5,676 
55,486 


3.57 
4,160 
57,508 


2.70 
36,374 
60,330 





RAYON (Yarn) 
Price cents per Ib 
Consumption (a) 
Stocks as of (a) 


53 
41.2 
4.7 





WOOL 
Price cents per Ib., raw, fine, Boston. 
Consumption, period ending (a).... 


1.07 
51,500 


53 


60,600 


53 
35.0 


45,800 





HIDES 
Price cents per lb. No. 1 Packer. . . 
Visible Stocks (000s) as of 


Boot and Shoe Production, Prs.*. .. 





15% 
14,309 
38,151 


15% 
14,277 
34,768 


13 
13,998 
31,624 


| 





RUBBER 


Price cents per Ib 


Riots Ulli. cc sks oe eosio cones 


GConsumpuety, Ur dob. 350% + <ee's | 


Stocks, U. S., as of 

Tire Production (000’s) 
Tire Shipments (000’s) 

Tire Inventory (000’s) as of 





COCOA 
Price cents per Ib 
Arrivals (bags 000’s) 
Warehouse Stocks (bags 000's).... 











COFFEE 
Price cents per Ib. (c) 
Imports, season to (bags 000's) 
U.S. Visible Supply (bags 000's).. 
SUGAR 


Price cents per Ib. 


| Refined (Immediate Shipment). . . 
U. S. Deliveries (000's)* 
U. S. Stocks (000's)* as of (rr) 





221% 
72,229 
60,418 

454,711 
1,461 
1,231 
4,643 


Oct. 





. 27 8.55 
166 


14. 1,335 


22% 
83,151 
53,655 

473,684 
2,967 
2,604 


2,024 





3.74 
5.45 
7,360 
534 


Feb. 27 


20.75 
74,716 
59,644 

235,353 

5,486 

4,850 

9,797 


6.30 
497 


814 


5,062 
2,123 


3.15 
4.60 
6,324 
582 





Copper. Negotiations are understood to be 
under way for further enlargement of Phelps 
Dodge Morenci property reported to involve 
the advancement of $28,000,000 by the Defense 
Plant Corp., and estimated to add 60,000 tons of 
refined copper to the nation’s total supply. This 
will be in addition to recent completion of 
Morenci facilities destined to add 75,000 tons of 
refined copper annually to total supply. 

* * * 

Tin. The nation’s largest detinning company 
is responsible for the statement that a recovery 
process has been perfected which would reclaim 
11,000 tons of tin and 900,000 tons of scrap steel 
annually from old tin cans. 

* * . 

Lead. Total production in January was 
about 3,800 tons under December. Shipments 
exceeded 53,000 tons, the largest movement 
since last August. Stocks increased moderately. 

* ~ + 


Zine. Increased mine output is expected in 
the near future as a result of the excess-over-quotas 
program. Quotas have not been released but 
producers are assured fair treatment. 

* * . 

Rayon. W. P. B. has announced that new 
allocations of rayon yarn will be made to hosiery 
and weaving industries which will increase their 
previous share of available supplies. Silk and 
nylon are no longer available, having been al- 
most entirely diverted to military purposes. 

* * ~ 

Wool. Production of wool fabrics set an all 
time high last year. Government contracts ac- 
counted for about 40 per cent of men’s wear 
fabrics and about 30 per cent of sales of all fabrics. 
Unfilled orders at the end of the year totaled 
more than 102,000,000 yards. 

* * * 

Hides. Production of shoes in January totaled 
38.5 million pairs, which was a new high for that 
month, up 4.6 per cent from a year ago and slightly 
in excess of December output. Output in Feb- 
ruary is believed to have maintained about the 
same rate, while March figures are not expected 
to show more than a moderate dip. 

* « * 

Rubber. March quotas for tires and tubes 
reflect the seasonal increase in requirements. 
For passenger cars, light trucks and motorcycles the 
quota totals 104,701 tires and 87,635 tubes, 
while quotas for heavy trucks, buses and farm 
equipment 256,385 and 288,149 tires and tubes 
respectively, bringing the total, including 110,225 
retreaded tires up to 471,311 tires. 

* * * 


Cocoa. Shipping losses have included boats 
carrying cocoa from Brazil, with the result that 
prices have risen to a few points below per- 
missable ceilings. 

* 

Sugar. O. P. A. has announced that no 
ration books would be issued to hoarders possess- 
ing more than two months’ supplies until such 
supplies had been reduced to more level. Regis- 
tration for rationing books will probably start late 
in March, 








tLong tons. *—Short tons. (a}—Million pounds. (ac)—Actual. (c}—Santos No. 4.N. ¥. *—Thousands. NA—Not available. 


(r. #.) 
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Money and Banking 





Year 
Ago 


Previous 


Week 


Latest 


Week COMMENT 


Date 











INTEREST RATES 
Time Money (60-90 days) | Feb. 28 114% 11%4% 11%4% 
Prime Commercial Paper Feb. 28 14-34% %-34% %-34% 
Call Money Feb. 28 1% 1% 1% 
Re-discount Rate, N. ¥ Feb. 28 1% 1% 1% 


CREDIT (millions of $) 
Bank Clearings (outside N. Y.)..... | Feb. 
Cumulative year's total to Jan. 
Bank Clearings, N. ¥ Feb. 
Cumulative year's total to Jan. 
F. R. Member Banks 
Loans and Investments.......... Feb. 
Commercial, Agr., Ind. Loans...| Feb. 
Brokers Loans Feb. 
Invest. in U.S. Gov'ts.......... Feb. 
Invest. in Gov't Gtd. Securities...) Feb. 
Other Securities...............] Feb. 
Demand Deposits. Feb. 
Time Deposits Feb. 
New York City Member Banks 
Total Loans and Invest Feb. 
Commercial, Ind. & Agr. Loans..| Feb. 
Brokers Loans Feb. 
Invest. in U. S. Gov'ts..........] Feb. 
Invest. in Gov't Gtd. Securities...) Feb. 
Other Securities....... | Feb. 
Demand Deposits....... | Feb. 
Bie BDO s.ac6c3 60... . 6 
Federal Reserve Bank 
Member Bank Reserve Balance 
Money in Circulation . | Feb. 
Gold Stock Feb. 
Treasury Currency. : Feb. 
Treasury Cash.......... | Feb. 
| Excess Reserves........ Feb. 


The latest report of all member banks revealed 
a decline of $580,000,000 in excess reserves to 
$2,880,000,000 to the lowest figure since Sep- 
tember 21,1938. The drop reflected principally 
payments for the new Treasury 21%4's. Further, 
Treasury financing resulted in an increase of 
$534,000,000 in Treasury's deposits and raised 
the holdings of Treasury bonds by New York City 
member banks by $188,000,000, a new high. 
Other effects included an increase of $238,- 
000,000 in government deposits at New York 
banks, while adjusted demand deposits of these 
banks were $131,000,000 lower. Domestic 
bank deposits were off $55,000,000. 


* * * 





3,652 
17,721 

3,505 
16,937 


2,951 
14,397 
3,232 
14,685 


30,532 
6,889 
460 
12,730 
2,719 
3,714 
24,961 
5,191 


96,381 
5,217 
418 
10,420 
2,760 
3,778 
23,157 
5,466 





Reserve banks in supporting the government 
bond market acquired some $19,000,000 of 
Treasury bonds, most of which were bought in the 
latest week. 

10,776 * * * 
1,989 Currency in circulation continues to increase at 

332 an unprecedented pace, the gain in the latest 

4,562 week amounting to $83,000,000 which compared 
1,589 with an increase of $37,000,000 in the same 
1,525 week a year ago. Undoubtedly, these weekly 
10,985 increases in the volume of currency in circulation 

749 are due in part to individual hoarding on a large 
scale. But also it should be remembered that 
greatly increased payrolls are a factor and cash 
requirements throughout every segment of indus- 
gag try for various purposes are much larger than nor- 

9904 | mally. Se ea 
6,540 | Commercial borrowing reported by New York 
Veoac member banks increased $24,000,000 in the 


12,470 
2,734 
329 
5,648 
1,489 
1,455 
10,404 
723 





12,591 

11,422 

22,715 
3,266 
2,189 
2,880 


Latest 


| NEW FINANCING Month Month Ago latest week and the total of such loans now out- 
| Corporate | Jan. 170 112 394 standing is at a new twelve-year high. Total 


| New Capital , Jan. 87 59 53 loans and investments of these banks are now at 
Refunding Jan. 83 59 271 the highest level on record. 


13,058 
11,339 
22,712 
3,264 
2,181 
3,460 


14,175 
8,725 








Previous 
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DEX 


STOCK IN - 








1942 Indexes 


Low Feb. 21 Feb. 28 
48.81 48.81 49.66 
33.57 36.91 37.36 


151.4 151.4 156.0 
78.8 79.0 80.2 
49.6 50.3 50.3 
36.8 41.1 39.4 

101.9 118.9 119.4 
10.5 10.8 wt 1 

21 Petroleum 68.8 68.8 

16 Public Utilities 45.4 16.7 
3 Radio (1927 Cl.—100) : 5.9 6.8 


1942 Indexes | 


Low Feb.21Feb.28 || — (Nov. 14, 1936, Close—100) 
43.9 46.5 47.0 | 100 HIGH PRICED STOCKS 
| 100 LOW PRICED STOCKS 


| 
80.9 || 3 Liquor (1932 Cl.—100) 
156.5 8 Machinery 
222.9 2 Mail Order 
4 Meat Packing 
9 Metals, non-Ferrous 








| No. of 
| Issues (1925 Close—100) 
270 COMBINED AVERAGE... 


High High 


48.6 





3 Agricultural Implements 
9 Aircraft (1927 Cl—100) 
4 Air Lines (1934 Cl_—100)... 
5 Amusements. 31.7 “97 31.7 “383 
13 Automobile Accessories. .... 79.3 70.7 74.1 72.3 
13 Automobiles 8.8 7.1 8.8 8.7 
3 Baking (1926 Cl.—100) 6.1 5.4 5.5 5.6 
3 Business Machines 94.2 81.7 93.2 94.2 
2 Bus Lines (1926 Cl.—100)... 64.6 38.2 60.2 60.0 || 
6 Chemicals. 156.2 138.7 138.7 1441.2 7 Railroad Equipment 35.2 36.1 
14 Construction 19.6 17.0 19.1 19.3 || 16 Railroads 4 7.6 9.4 
5 Containers... 158.8 150.0 153.5 154.4 i 1.3 1:5 ‘ 
8 Copper & Brass... .. 75.1 69:2 71416 72:2 2 Shipbuilding 97.4 97.46 101.1 
2 Dairy Products. . . 27.8 25.8 27.5 27.8 || 12 Steel & Iron 61.2 61.6 62.4 
6 Department Stores 16.3 14.8 148b 15.1 34.2 37.9 38.6 
6 Drugs & Toilet Articles 43.5 37.9 39.0 39.7 168.3 169.9 169.2 
2 Finance Companies 114.0 99.5 108.6 112.2 30:6 352: 37.3 
7 Food Brands. . 786 72 730 10:7 31.1 31:7: 33.4 
2 Food Stores 43.7 39.0 404 39.0 ; 7.9 9.0 9.3 





159.9 
83.8 


79.9 
146.8 
236.4 


82.6 
172.6 
245.0 


72.7 
146.8 
222.9 


4 Furniture. 


2 Gold Mining. .. 


24.5 
331.3 


26.9 
398.2 


27.4 
400.4 


4 Tobacco 
2 Variety Stores 


52.4 
173.9 


oid 
169.9 


Be | 
172.0 


6 Investment Trusts . 





1380 135%: 15.5 1099 983 98:3: 103.5 





19 Unclassified (1941 Cl—100).. 








b—New LOW since 1940. 
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Attractive Preferred Stocks 
With Arrears 





(Continued from page 596) 


indicated five stocks the position of 
which suggests minimum payments 
at the regular rates. One of these 
issues, National Supply 6% Prior 
Preferred, for example, paid a total 
of $9.75 a share in 1941 and arrears 
now amount to only $6 a share. 
From last year’s record together 
with the favorable business and 
earnings outlook for the current 
year, it seems reasonable to antici- 
pate dividends of at least $6 a share 
this year with the possibility of fur- 
ther payments in excess of that rate 
possibly entirely eliminating arrears 
during the year. Wilson & Co. $6 
cumulative preferred is in a some- 
what similar position, with only $3 
a share remaining to be cleared. 
A. M. Byers 7% cumulative pre- 
ferred likely will continue to pay 
sizable amounts since last year’s ac- 
tion suggests the clearing of arrears 
through the cash method. Others in 
the list may later attempt a clear- 
ing of back dividends through re- 
capitalization and issuance of new 
stock, but in any event such com- 
panies as American Locomotive, 
General Cable, General Steel Cast- 
ings and Minneapolis Moline are 
likely to enjoy such earnings over 
the months ahead as to foster the 
payment of liberal returns to their 
preferred stockholders. 





How Will You Fare Under 
Our Maximum War Effort? 





(Continued from page 592) 


engaged in vital war work will be 
asked to surrender men needed for 
the war effort and asked to hire men 
not likely to be called for military 
duty or war work, or to hire women 
who can be retired more easily at 
the expiration of the war and pro- 
vide jobs for the discharged soldiers 
or defense workers. 

The dislocation of our labor prob- 
iem will entail mass migrations of 
workers to selected plant sites; it 
will bring about building booms and 
increased business in those locali- 
ties at the expense of others. Cessa- 
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tion of war will mean another dis- 
location or attempted relocation. 

The consumer, all of this time, is 
paying more for a steadily decreas- 
ing number of items of poorer qual- 
ity due to ersatz material and work- 
manship. He will be obliged to 
change his mode of living. For the 
first time he will experience the un- 
usual situation of having money and 
yet not being free to purchase what- 
ever he desires. Taxes will take 
care of much of the surplus earnings 
of the individual as well as the cor- 
poration, but won’t take care of 
it all. Purchase of defense bonds 
will provide an outlet for some of 
the surplus money of the war 
worker and, incidentally, provide a 
cushion for readjustment when high 
wages and _ prolific employment 
cease, 

Canada has gone this country 
“one better” in the matter of gen- 
eral price and wage fixing. The Do- 
minion, allowing provision for non- 
contemplated general cost increases 
has placed a ceiling on wages as 
well as on commodity prices and 
has not, like the United States, dis- 
criminated in the favor of agricul- 
ture or any other group. In the 
event of a general over-all rise in 
living costs, prices and wages must 
be raised proportionately. So far 
we have neglected to broaden our 
price fixing law to be wholly com- 








(@imeRcAL 
CORPORATION 


Convertible Preference Stock, 

$4.25 Series of 1935, Dividend 
A quarterly dividend of $1.06) on the Con 
vertible Preference Stock, $4.25 Series of 1935 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION has been declared payable 
April 1, 1942, to stockholders of record at the 
close of business March 10, 1942. The transfer 
books will not close. Checks will be mailed 


Common Stock, Dividend 

A quarterly dividend of 75 cents per share in cash 
has been declared on the Common Stock ot 
COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable April 1, 1942, to 
stockholders of record at the close of business 
March 10, 1942. The transfer books will not 
close. Checks will be mailed. 

JOHN I. SNYDER, Treasurer. 
February 26, 1942. 








The Axis Is Taught 
With Each Bond Bought 








UNION CARBIDE 
AND CARBON 
CORPORATION 


A cash dividend of Seventy-five cents 
(75c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable April 1, 1942, 
to stockholders of record at the close 
of business March 12, 1942. 

ROBERT W. WHITE, Vice-Pres. & Treas. 














DIVIDEND ON 
COMMON STOCK 


The directors of Philco Corporation 
have declared a dividend of twenty- 
five cents ($.25) per share on the 
outstanding common stock, payable 
on March 12th, 1942, to stockholders 
of record on February 28th, 1942. 


PHILCO 
CORPORATION 


RADIOS + PHONOGRAPHS + TELEVISION 
AUTO RADIOS + TUBES +» REFRIGERATORS 
AIR CONDITIONERS + BATTERIES 

















THE ELECTRIC STORAGE BATTERY CO. 


: The Directors have declared 

E rey. from the Accumulated Sur- 

x1 plus of the Company a divi- 

BATTERIES dend of Fifty Cents ($.50) 

per share on the Common 

Stock, payable March 31, 1942, to stockhold- 

ers of record at the close of business on 
March 10, 1942. Checks will be mailed. 

H.C. ALLAN, Secretary and Treasurer. 

Philadelphia, February 20, 1942. 








NATIONAL DAIRY PRODUCTS 
CORPORATION 
A dividend of 20¢ per share on the Common stock 
been declared, payable April 1, 1942, to 
holders of record March 7, 1942. 
GEORGE H. RUTHERFORD 


February 26, 1942 Treasurer 








ANACONDA COPPER MINING CO. 
25 Broadway, New York, N. Y. 
February 26, 1942 
DIVIDEND NO. 135 

The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of 
Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50, per share, pay- 
able March 23, 1942, to holders of such shares 
of record at the close of | business at 3 o'clock 
P.M., as March 10, 1 

AS. DICKSON, _ ae & Treasurer 








THE BELL TELEPHONE COMPANY 
OF CANADA 


NOTICE OF DIVIDEND 
A dividend of Two Dollars per share has been 
declared payable on the 15th day of April, 1942 
to shareholders of record at the close of business 
on the 23rd of March, 1942. 
F. G. WEBBER, Secretary. 
Montreal, February 25, 1942. 








ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. _ 

Allegheny Ludlum Steel Corporation has de- 
clared a dividend of 50c per share on Common 
Stock of the Corporation payable March 31, 1942 
to Stockholders of record at close of business 


March 9, 1942. 
E. J. HANLEY, Sec’y & Treas. 
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prehensive and to include wages and 
agricultural products on the same 
basis as manufactured goods. 

The disaster at Dunkirk com- 
pletely changed the complexion of 
Canada’s war effort. Prior to that 
“victory from disaster,” Canada’s 
war effort was much on a par with 
ours. Dunkirk changed everything. 
Both the armed forces and indus- 
trial resources were greatly ex- 
panded. By autumn of 1940 skilled 
labor was scarce and considerable 
of the slack in industry had been 
taken up; shortages in farm labor 
became quite desperate, especially 
in the dairy industry where in- 
creased production was a vital ne- 
cessity. 

Then the Government economists 
got to work. To speed the sudden 
transition to war industries, the 
second and third war budgets im- 
posed drastic increases in taxes. In 
June, 1940, the excess profits tax 
was increased to 75 per cent, with 
the minimum at 12 per cent of net 
taxable income, which, by April, 
1941, had risen to 22 per cent. When 
you take that in conjunction with 
the regular corporation tax at 18 
per cent, this means a minimum 
base for corporations of 40 per cent 
of total net ineome. 


At the same time personal in- 
come taxes were shoved up in Can- 
ada, while exemptions were lowered 
to $750 for single persons and $1,500 
for married persons. To supplement 
this a National Defense Tax was in- 
troduced and based on the whole 
income of single persons earning 
more than $660 a year and married 
persons earning more than $1,200 
annually. This is deducted at the 
source. The rate is 5 per cent ex- 
cept in the case of a single person 
earning more than $1,200 a year, 
who is obliged to pay 7 per cent. 
The result was a rise in Canadian 
revenue collections from around 
$480,000,000 in the last pre-war 
year to an expected $1,500,000,000 
in the present fiscal year. This na- 
turally means that half the total of 
Dominion Government expenditures 
is finding its way back to govern- 
ment. To simplify matters Pro- 
vincial and municipal corporation 
and income taxes are suspended un- 
til after the war, giving the govern- 
ment a clear field, with the under- 
standing it will compensate the local 


governments in fixed annual pay- 
ments. 
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As we said before, war costs 
money. Great Britain is spending 
$53,000,000 a day for the first three 
months of this year, with increases 
likely to be even greater and the 
problem of financing becoming con- 
stantly more acute. During the 
fiscal year ending March 31, 1941, 
Great Britain spent a total of $15,- 
500,000,000, of which about $12,900,- 
000,000 went for the armed forces 
and civil defense. 

Britain’s method of controlling 
prices like Australia, has as its basic 
purposes stimulation of essential 
goods and discouragement in pro- 
duction of nonessentials; main- 
tenance of price balance between 
goods; prevention of profiteering on 
specific items and to insure ability 
of lower income groups to obtain 
goods important for civilian health 
and morale. 

Control is handled by decentrali- 
zation. No single agency is en- 
dowed with over-all price jurisdic- 
tion. Civilian effort is marching 
shoulder to shoulder with the Im- 
perial armed forces. 

Canada at present writing, has a 
total of 500,000 armed men of which 
more than 387,000 are voluntarily 
enlisted for service anywhere and 
more than 150,000 are already over- 
seas. This force is being supplied 
by its own efforts with most of the 
modern equipment required. Can- 
ada is now producing five types of 
machine guns as well as rifles, side 
arms and bomb throwers; twenty 
varieties of chemicals and _ explo- 
sives; thirteen kinds of aircraft (of 
which more than 4,000 have been 
made or assembled since the out- 
break of war), over twenty types of 
shells as well as rifle ammunition, 
grenades, light and heavy air bombs, 
depth charges and anti-tank mines, 
tanks and motor vehicles for many 
purposes (about 200,000 of the lat- 
ter have been made), and a large 
array of special material, including 
parachutes, radio equipment and 
precision instruments. 

Canada’s present production of 
this varied armament is high, soon 
to be increased considerably. Month- 
ly objectives are more than 1,000 
fied and naval and anti-aircraft 
guns, 400 trench mortars, 2,000- 
3,000 machine guns, 600 tanks and 
universal carriers. 

When you consider Canada’s 
population is about one-twelfth of 
ours, and her national income about 


one-fifteenth, some idea of what all- 
out war effort means on a propor- 
tionate scale for the United States 
can be appreciated. 

Let us view the potential expen- 
diture of manpower to bring home 
more forcibly what we are con- 
fronted with. It is generally be- 
lieved by experts, who have said so 
in print and on the lecture platform. 
that 18 or 20 civilians are necessary 
in war industries to supply each 
man enrolled in the armed forces. 
This seems a trifle exaggerated, for. 
if such was the case, we can’t see 
how some of the European nations 
could have continued fighting since 
1939. But, allowing for exaggera- 
tion, it still means a gigantic army 
behind the army is necessary, and 
that the result will inevitably lead 
to labor shortage. Modern mechan- 
ized war needs more behind the lines 
effort than did the type of war 
waged in 1914-19. 

And an all-out war means just 
that for the investor, the business- 
man and the consumer. We're all 
in the war and the sooner we real- 
ize it, act accordingly and plan for 
the future on that basis, the sooner 
will victory be within our grasp. 





Suppose Profits Are Limited 
to 6 Per Cent 
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as the new tax bill which is ex- 
pected to be presented to Congress 
around March 8 will probably call 
for additional levies on corporations 
totaling around 8 billion dollars. 

In formulating a war-time in- 
vestment program, it is worth not- 
ing that the rails, steels, metal min- 
ing, sugar and other industries which 
are relatively favorably placed with 
regard to an invested capital tax, 
constitute a large part of the more 
attractive investment groups. To 
a considerable extent such stocks 
must replace the seasoned invest- 
ments which would be included in 
well-rounded portfolios under more 
normal conditions. Many of the 
latter are more seriously threatened 
by raw material shortages, reduced 
consumption and sharp increases in 
overhead than by taxes in any form, 
whereas the war industries are rela- 
tively invulnerable to a decline in 
business. 
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The range of concerns which can 
look forward to higher volumes and 
reasonably good tax credits is suf- 
ficiently broad to form the basis for 
a complete war-time portfolio. With 
this background it would seem wise 
to provide for even the remotest 
contingency. While it is always ad- 
visable to examine each stock held 
from as many viewpoints as possible, 
wherever practicable, there is no 
reason why selections should not 
be made from companies with a high 
invested capital tax exemption, at 
least until the 1942 Revenue Act is 
passed. 





What 1941 Reports Disclose 
for 1942 
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of 1941. Hence, a further rise in 
taxes would unquestionably reduce 
present earning power. 

The General Foods experience is 
fairly typical among “stable in- 
come” companies. There is the case 
of International Salt, with profit 
down from $3.98 per share in 1940 
to $3.66 last year, although sales 
were nearly 13 per cent greater. 
Others include Bon Ami, with $3.46 
on Class B shares against $3.65 the 
year before; Cream of Wheat, down 
from $1.90 to $1.76; Sterling Prod- 
ucts, down from $5.30 to $4.96; 
Bayuk Cigar, down from $4.78 to 
$3.91; Continental Can, down from 
$2.82 to $2.62; Kresge, from $1.82 
to $1.71; Quaker Oats, $4.37 to 
$4.28; and Beneficial Industrial 
Loan, down from $2.61 to $2.35. 
There are, of course, many others. 

As a general rule, you can be 
fairly certain that any corporation 
which experienced a decline in earn- 
ing power in 1941 is likely to suffer 
a further shrinkage in profits in 1942 
—for in the great majority of cases 
the factors responsible for lower 
1941 profits will continue operative 
this year and even more so. But this 
is not to say that all companies 
which did well last year will con- 
tinue to do well. Indeed, it is to be 
doubted that more than 10 to 12 per 
cent of the corporations with securi- 
ties listed on national exchanges will 
do as well as, or better than, they 
did in 1941, if taxes are increased 
as steeply as seems presently indi- 
cated. Even so, average corporate 
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CURRENT BOOKS THAT WILL BE OF INTEREST 
TO YOU! 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can secure any book published through this department, so take advantage of the 


service offered. All books mailed postpaid. 


ROOSEVELT: DICTATOR OR 
DEMOCRAT? 
GERALD W. JOHNSON 
Harper & Brothers. 303 pp. $3.00 

A book to be read by New Dealers and anti- 
New Dealers alike. Mr. Johnson claims that if 
the President has behaved dictatorially, so also 
have Lincoln, Jefferson and Jackson—and his- 
tory has endorsed their policies. There are 
plenty of —— for the opposition to 
grab on and obtain toe-holds. All strong Presi- 
dents have sometimes had to shatter precedent. 
Mr. Roosevelt—as far as the author is con- 
cerned—is a democrat. 

>>O«« 


PIERRE LAVAL 
HENRY TORRES 


Oxford University Press. 265 pp. $3.00 
This book is the story of the French defeat. 
An authentic story, but unfortunately, years 
late in telling. Laval was evidently a member 
of a gang... which fastened itself like a para- 
sitical growth on the press, industry and fi- 
nance. He had no principles—just a love for 
money. An excellent account of a despicable 
character told by a very well informed author. 
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| CAN'T FORGET 


ROBERT J. CASEY 
The Bobbs-Merrill Co. 398 pp. $3.00 

Mr. Casey is a well-known reporter. He ar- 
rived in Paris just after the ‘‘phony’’ war 
started. He visited Luxembourg, the Maginot 
Line and then, to top it all off the Siegfried 
Line. The description of his visit to the Sieg- 
fried Line is quite ludicrous. The author has 
the ability to record facts ... he doesn’t at- 
tempt to explain or theorize about them, 

»?Oe«« 


ECONOMIC CONSEQUENCES OF 
THE SECOND WORLD WAR 
LEWIS L. LORWIN 
Random House. 510 pp. $3.00 

An excellent book and certainly one of su- 
pe eme interest at this time. The book gives the 
azi background, the Democratic background, 
consequences of a Nazi victory, consequences of 
a Democratic eS and finally factors in post- 
war readjustment. Mr. Lorwin is well-known 
as an economist and is consultant to the Na- 
tional Resources Planning Board. 
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HOW YOUR BUSINESS CAN HELP 
WIN THE WAR 
By HARTLEY W. BARCLAY—Introduction by 
Donald M. Nelson 
Simon & Schuster. 144 pp. $1.00 

Tells you what the Government wants to buy— 
How to bid—How to get contracts and sub- 
contracts for Government orders. Also how to 
save time and money and cut red tape in con- 
tacting Government offices. 
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MISSION TO MOSCOW 
By JOSEPH E. DAVIES 
660 pages $3.00 

Former U. S. Ambassador to Russia. This 
book has become one of the best sellers in = 
country. It discloses why the Red army 
push the Nazis back and reveals secret oficial 
information which answers baffling questions 
about the Soviet Union. 
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BOOKVERTISING 
By HERBERT J. STOECKEL 


Saybrook House 220 pages $5.00 

e experience of 85 advertisers ranging from 
manufacturers to trade associations in printing 
and distributing books about their products and 
services. Books issued by industry and not 
offered for public sale. In many cases exact 
costs are given. Fully explains how to aw 
successful advertising books. 


A NEW DOCTRINE FOR THE 


AMERICAS 
CHARLES WERTENBAKER 
The Viking Press. 211 pp. $2.00 

An excellent hg the foreign news ots 
of Time e. 6 author discusses the 
new ‘‘Doctrine of the Americas’’ from the be- 
ginning in the 1920’s up to 1940. The a 
one countries involved are described—their in. 
ternal policies,—their leaders,—and how their 
trade and way of living are threatened by Axis 
domination. A book everyone should read in 
light of the present Rio Conference. 
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THE SPOIL OF EUROPE 

THOMAS REVEILLE 

W. W. Norton & Compeny 344 pp. $2.78 
Everyone knows of the Nazi war machine, bu 

the Nazi political and economic techniques of 

conquest are not quite oe The author 

must remain anonymous. Mr. 

-_ vouches for his /e en: 

azis first control the 

ite in occupied territories, second mx yee oon 

the money and banking Lacan pe 8 of these 

territories ... they thon proceed wi ith the con- 

quest of the cconeunie life of the states in 

They wish to secure a German mastery ‘‘for at 

least a thousand years.’’ This system threa- 

tens to undermine our very way of life. 


FEDERAL FINANCES IN THE 
COMING DECADE 


CARL SHOUP 
Columbia University Press. 121 pp. $1.00 
Professor Shoup has presented us with figures 
—estimated minimums—roughly outlining the 
financial future of this country for the next ten 
years. He has twelve basic assumptions one of 
them being a British victory in 1943 or 1944. 
The book went to press before the attack on 
Pearl Harbor. Perhaps the author would re- 
vise some of his figures, if he were to prepare 
his material today. Nonetheless, he has pre- 
sented an excellent estimate. 


»>O«« 


SECURITY ANALYSIS 
By BENJAMIN GRAHAM & DAVID L. DODD 
McGraw-Hill. 725 pages. $5.00 

Discusses investment policies in the light of 
present day conditions to help you determine 
the investment and speculative merits of indi- 
vidual stocks and bonds. Written by two of the 
best known authorities on the subject. 


»9»>e«« 


DON'T BE AFRAID 
By ED. SPENCER COWLES, M.D. 
McGraw-Hill. $2.00 

Written by a famous physician, Directar of 
the Body and Mind Foundation, New York. 
Explains * ——_ language why fear resulting 
from fatigue is the cause of many puzzling = 
sical and mental ailments. 


»»e@«« 


THIS AGE OF FABLE 
By GUSTAV STOLPER 
369 pages $3.00 

An important book, written for men who wish 
to keep their heads amid the chaos and crises of 
today. It unmasks the truth—dispells illusions, 
and will help you find your bearings. 


»>e«« 


BERLIN DIARY 
By byron sigy SHIRER 
360 pages $3.00 

The ll of a foreign correspondent, 1934- 
1941. Your armor against Axis propaganda, 
this enthralling book exposes, from personal 
experience, the fiendish ingenuity of the Axis 
propagandists. 


Indicate book you want and mail with check to 


BOOK DEPARTMENT OF THE MAGAZINE OF WALL STREET 


90 BROAD STREET 


NEW YORK, N. Y. 
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profits will remain far above actual 
depression levels and, despite higher 
taxes, probably will be somewhere 
between 1939 and 1940 levels. 





Answers to Inquiries 





(Continued from page 615) 


Products Corp. covering the full 
year 1941 is not as yet available, 
but indications are that earnings for 
the year compared favorably with 
1940 when the equivalent of $3.28 
a share was shown on the common 
stock. In the first nine months of 
last year, earnings amounted to 
$1.87 a share on a net profit of $3,- 
831,368. Provision for Federal in- 
come taxes for the period amounted 
to $2,012,868. A year before the 
net profit stood at $3,191,641, equal 
to $1.56 a share and the provision 
for Federal income taxes during that 
period amounted to $1,190,614. Al- 
though during recent years the com- 
pany has concentrated its activities 
largely in the production of well 
known brands of alcoholic beverages 
in which field it ranks second to 
none, facilities are such as to make 
for ready diversion to commercial 
alcohol production to meet the 
heavy war-time demand for that 
commodity. The latest balance 
sheet showed inventories of $36,- 
278,236, indicating a large backlog 
of liquors produced at a, time 
when costs were lower than cur- 
rently, thereby indicating satisfac- 
tory profit margins at current sell- 
ing prices. Additional, this large 
backlog will enable the company to 
continue to meet the demand for 
alcoholic beverages even should the 
bulk of manufacturing facilities be 
diverted to production of commer- 
cial alcohol. As a matter of fact, 
the latter may importantly sup- 
plement revenues during the war 
years. The management recently 
asked stockholders to authorize a 
new issue of 150,000 shares of pre- 
ferred stock to have a par value of 
$100 in order to augment working 
capital and, in addition, sale of 
$25,000,000 in 15-year debentures is 
proposed. The proceeds from these 
issues would be used to redeem the 
present outstanding $21,108,000 in 
3% per cent debentures which fall 
due in 1949. Under this plan bank 
loans which now amount to $10,- 
750,000 would also be repaid. The 
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advantages of such a program are 
obvious in that floating debt would 
be entirely eliminated and the ma- 
turity date’ on outstanding bonds 
would be extended. In connection 
with this proposed financing, the 
management points out that in the 
period from January 1, 1939 to Sep- 
tember 30, 1941, there was an in- 
crease in inventories and receivables 
of $19,635,199, resulting from sub- 
stantially higher sales and increased 
Federal withdrawal taxes which the 
company must meet. During this 
period also $4,276,186 was extended 
on new and improved manufactur- 
ing and storage facilities. While 
higher consumer taxes represent 
somewhat of a problem, this is not 
believed particularly important in 
view of the steady rise indicated in 
public spending on items not being 
curtailed by priorities and presum- 
ably any increase in manufacturing 
costs may be readily passed on to 
the consumer. The $2 annual divi- 
dend rate which has been main- 
tained for the past several years 
appears reasonably secure, even al- 
lowing for higher corporation taxes 
on this year’s income and we would 
see no reason to disturb holdings at 
these levels where the return is at- 
tractive. 


Mid-Continent Petroleum Corp. 


What proportion of Mid-Continent Petro- 
lewm Corp.’s export business is in foreign 
countries affected by the war? Is this greater 
or less than other, comparable oil companies? 
I am also wondering about the domestic 
situation. What will be the result of the re- 
cent O. P. A. order freezing petroleum prices? 

. of reduced civilian consumption of gaso- 
line because of the tire shortage? .. . of pos- 
sible increased shortage of tankers? In what 
ways can Mid-Continent participate in the 
growing demand for petroleum products for 
military purposes? Do you consider the 
common attractive at present prices? I 
bought 200 at 17 last year. I would appre- 
ciate your giving me a clear picture of just 
how this company stands, and what its pros- 
pects are—Mr. H. G., Cleveland, Ohio. 


Although ranking as one of the 
smaller units in the industry, Mid- 
Continent Petroleum Corp. enjoys 
a well rounded domestic business 
and most recent earnings reports 
compare very favorably with pre- 
vious years results. The report cov- 
ering the full year 1941 is not avail- 
able as this is written, but for the 
nine months ended September 30, 
last, net profits amounted to $3,- 
553,398, equal to $1.91 a share, as 
against $2,607,522, or $1.40 a share 


earned in the like period of 1940. 
Reserve for Federal and State taxes 
totaled $1,100,013 during the latest 
period, up considerably from the 
$350,243 reserve the year before, 
giving some indication of the extent 
to which sales have recently been 
improving. Estimates place earn- 
ings around $2.50 a share for the 
full year 1941 which would compare 
with actual earnings of $1.60 a share 
in 1940 and $1.43 a share in 1939. 
In line with the improvement in 
earnings, financial condition has 
been steadily strengthened and on 
September 30, last, net current as- 
sets amounted to over $24,000,000. 
While curtailed civilian consump- 
tion presents a problem to the en- 
tire industry, it is believed that this 
will be offset in large measure by 
increased military demand both on 
the part of our own armed forces 
and those of our allies. In the 
event that the Near East as well as 
the Far East can no longer be drawn 
upon to supply our military de- 
mands in those sections of the world, 
American producers will unques- 
tionably be called upon to supply 
the needed petroleum products. 
The price situation has thus far al- 
lowed satisfactory profits and if vol- 
ume business can be maintained, 
the organization should continue to 
operate profitably. Because of the 
fact that the company is an impor- 
tant producer of lubricating oils, the 
high level of industrial activity both 
domestically and abroad seems to 
assure sustained earnings during the 
foreseeable future. While we have 
no recent figures on exports, it seems 
probable that these will tend up- 
ward in line with the indicated in- 
creased tempo of the war. In view 
of the fact that Mid-Continent com- 
mon stock is reasonably priced both 
in relation to recent and prospective 
share earnings, we believe that the 
stock offers attraction for continued 
retention. On the basis of the $1.15 
a share paid in 1941 alone the stock 
at present prices of around 13 is not 
without attraction to one interested 
in income return, especially since 
prospects indicate sustained earning 
power and liberal dividends over the 
months ahead. 





Every Defense Bond Sale 
Is an Axis Coffin-Nail 
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Comparing Standard Brands 
With General Foods 





(Continued from page 614) 


financial position, but since they 
must have every desire to continue 
doing so, their dividend policies will 
be determined in predominant de- 
gree by earning power. 

How much increase in Federal 
taxes could General Foods stand 
without impairing present dividend 
coverage? Suppose the increase in 
effective rate for General Foods is 
about 25 per cent, which would 
mean a tax equivalent to about 60 
per cent of earnings before taxes. 
On a sales volume the same as last 
year and with same profit margin, 
this would reduce net to about $1.85 
per share or moderately below the 
dividend rate. But if we allow for, 
say, a 10 per cent sales gain this 
year, and profit margin equivalent 
to that of 1941, net after a 60 per 
cent effective tax rate would be 
about $2.15 per share. The hypo- 
thetical tax increase here allowed 
for seems extreme. On the other 
hand, our assumption of 10 per cent 
sales gain may or may not prove 
valid. If and when there is a year 
of decline in sales, with continued 
peak Federal taxes, net would be, of 
course, much more severely affected. 

Both stocks, like most consumer 
goods issues, are on the defensive in 
a war economy. We do not regard 
either as attractive for new invest- 
ment purchases at the present time. 
Chiefly for technical reasons, Gen- 


eral Foods probably would prove the | 


more vulnerable of the two in the 
event of further weakness in the gen- 


eral market. But present holders | 


can reason that neither company is 
threatened with complete extinction 
of earning power and that present 
prices may prove to have allowed for 
more profit shrinkage than will be 
experienced. Furthermore, this is a 
case where even reduced earnings 
would command a relatively high 
market capitalization—especially in 
the case of General Foods—just as 
increased earnings of outright “war 
babies” will command low market 
capitalizations. The reason being 
that each change is abnormal. 

There will always be a future for 
sound food companies and these two 
are strong enough to survive the 
present period of adversity. 
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THE TEXAS COMPANY 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares 
of The Texas Company has been de- 
clared this day, payable on April 1, 
1942, to stockholders of record as shown 
by the books of the company at the 
close of business on March 6, 1942. The 
stock transfer books will remain open. 
L. H. LINDEMAN 


Treasurer 








158th Consecutive Dividend paid 
by The Texas Company call te 
predecessors. 








February 20, 1942 
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disease germs to be used by our 
enemies in the hope of clinching vic- 
tory. We must take the offensive 
now, for we may never be given the 
chance of survival if they win. 

The situation is critical, and I be- 
lieve Americans should awaken from 
the lethargy produced by a defensive 
psychology. Under its influences we 
sit placidly by, waiting for our ene- 
mies to strike first, and not knowing 
where they will strike. It is an ut- 
terly stupid state of mind. 

An offensive psychology changes 
our entire attitude immediately. It 
calls on our ingenuity and resource- 
fulness to assert itself. It arouses 
Americans’ spirit of adventure and 
daring which we must revive if we 
are going to win. If ever life was an 
: dventure, it is today. Security does 
not exist any more for any one of us. 

To “wait until we are ready” is an 
absurdity and shows little realism as 
to the dangers confronting us. The 
only way to upset the Japanese plans 
is to strike before they expect us to, 
and put them on the defensive, sub- 
jected to all the emotional weakness 
that this status creates. 

Our productive capacity and our 
state of preparedness even today 
should be sufficient to enable us to 
take an offensive of substantial pro- 
portions from nearby Alaska. Unlike 
the English, our homeland is not 
heavily fortified, and we are obliged 
to fight our battles away from our 
own shores. And unlike the English 


too, such an offensive would not en- 
tail long and difficult communication 


lines. We must act now! 

We are not safe. We are not se- 
cure. The whole world is on fire, 
and any preconceived ideas as to the 
outcome of this war are likely to 
prove fallacious, especially if the 
Axis wins. 

The hordes of India, China and 
Russia are stirring mightily. The 
Fascists cannot conquer even though, 
temporarily, they win all the battles, 
for revolution is following in the 
wake of their victories. Battle lines, 
different from those contemplated 
when this war began, are forming the 
world over. 

An unconquered United States to 
lead the way and restore tortured 
mankind to peace, happiness and 
economic dignity has been the hope 
of the people in all the enslaved na- 
tions. If we fall, this hope falls with 
us, bringing civil strife that will rock 
this earth to its foundations. The 
United States will cease to exist— 
and history will refer to us as a 
weak and futile people who failed to 
rise to the challenge in a great crisis. 

There is no alternative. We have 
to take the offensive. We must win! 





Happening in Washington 





(Continued from page 589) 


if they expand natural rubber 
production to help trim the Axis 
they may collide later with formid- 
able synthetic rubber competition. 
To allay this apprehension Govern- 
ment missionaries are spreading 
word the U. S. will retain title to 
synthetic rubber factories, will scrap 
these and return to natural rubber 
when military demands subside. 


Commercial airlines are being 
squeezed dangerously sh.rt of 
equipment by continued Army con- 
scription of their best planes. Osten- 
sibly, the lines are freely donating 
their ships as a patriotic service. 
Actually, the Army tells them what 
equipment they must surrender and 
when. Depletion has become so 
drastic that one leading line is ac- 





REMEMBER THE PRICE FRANCE PAID 
~THEN LEND YOUR AID! BUY DEFENSE BONDS 


tually renting planes from a smaller 
outfit. 


Cabinet resignations are in sight. 
Three are likely—Labor Secretary 
Perkins, War Secretary Stimson, 
and Navy Secretary Knox. By re- 
moving Knox and Stimson the 
President can (1) publicly bestow 
blame for war blundering upon 
those gentlemen, and (2) appease 
congressional grumblers. 


S EC Law extension to cover insur- 
ance company purchase of entire 
security issues looks unlikely now. 
The investment bankers are urging 
such amendment. The insurance 
companies are opposing it. SEC 
has taken a neutral position in pre- 
liminary skirmishes but has assured 
congressional leaders such reform 
would not solve the so-called pri- 
vate placement protlem plaguing 
the bankers. Insurance company 
buying of entire security issues es- 
capes SEC jurisdiction because 
such transactions are not construed 
as public offerings. 








Attention 


Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 


What better audience could you 
possibly find to place your divi- 
dend notices before? 


Then too, you are placing the 
securities of your company before 
investors at a time when they are 
seeking advice on the use of their 
surplus funds! 


This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and ite 
current management. 


Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Address—Advertising Department 
90 Broad Street New York, N. Y. 
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— — Gives you all essential data under 26 
separate. heads including: —— 


7. Earnings Trends—a summarized conclusion of the 


salient factors affecting indus- 
trial position under U. S. total war economy . . . cor- 
porate earnings prospects based on current sales and 
business outlook. 


2, Past 4-Year Record of Earnings—record of 


past per- 
formance in peace and war years. To give you an 
accurate evaluation of per share earnings, wherever 
changes in capitalization have been made, earnings have 
been adjusted to present shares outstanding. 


3... Position Under New Taxes—tax rating for 
e 


very import- 
ant company, according to degree of vulnerability to Ex- 
cess Profits Taxes and Normal Taxes. 


4, Three Year Dividend Record—ror 1939, 
19 


40,1941 
. changes effected . . . latest payment and record 


5, Financial Strength— Indicates the soundness of 


, the company’s financial 
status as shown by _—- working capital and ratio 
of assets to Liabilities. 


6. 12-Year Price Range—cives you the spread 


of market prices for 
2 in which you are interested from 1929 
0 


7. Final Investing Rating—determined on the one 


hand from the broad 
basis of investment calibre depending on the record of 
earnings, dividends, financial position, management and 
competition in the industry and factors indicating possi- 
bilities for growth—and on the other by the present 
trend of earnings and future outlook. 


THIS INVALUABLE MONTHLY SERVICE NOW ONLY $3.50 A YEAR 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


War-Pacep Markets DEMAND— 


Quick, Positive Information 


—New and Complete, Pocket-Size 
Encyclopedia of 1542 Leading 
Common and Preferred Stocks Listed 
and Rated for Accurate Reference 


e The Pocket Statistician’ does away with the 
tedious task of searching through many sources 
of material—the necessity of plowing through 
earnngs reports and statements of companies 
to find their current status and investment pos- 
sibilities under today’s total war economy. 


e In this 96-page pocket size handbook, printed 
and arranged for reference at a glance, you will 
find all of the pertinent figures and facts as well 
as our expert comments and ratings on every 
leading common and preferred stock on the 
New York Stock and Curb Exchanges—as well 
as the important bank and insurance stocks. 


e Listed, as well, are the summarized conclu- 
sions of our business and security analysts on 
the present and future prospects for both the 
industry and the individual company in which 
you are interested. 


e Don't miss this opportunity to avail yourself 
of this monthly service. You may subscribe to 
“The Pocket Statistician’ alone, or in conjunc- 
tion with The Magazine of Wall Street. 





Enter my subscription to "THE POCKET STATISTICIAN" as checked. 


Fajathe Poeket statistician; )veate cocenrs cqcceuacacens ches cme uceccuomnes tela ae dabanade tase actacenens eave aaueeaae $3.50 
: CD $2.50 a year if you are already a Magazine subscriber. 

The: Magazine of Wall Street for one-year, .... 26 issued. «<6 a. ce oe ee bac cesinweuess Value $10.00 

_] Special Tie ‘Rockst Statistician far one: years. oob2 isclas> 1. 00 - jniac es coe e ceiweieids «eee doucas candies “ $50 

Combination Copy of New 1942 Manual "Special Survey of the Low-Priced Field—See ad on page —...... . $5.00 

Offer Confidential Consultation Privileges....three securities at a time ........ ccc ccc ee eee eee eeee = free 

$18.50 Value....Now only ........ $13.50 

Bibereiveds hs Sec Shsicea lags eee Sic wise i Lew acme ae wee nb alesis ICI nc eh cre Sk wR Siar at ge © a re eee aa he a cea net 

Pid chies6 nike ccc hae Skla tis a eae e Kee What Ore en ee Veo latieina dee sicjdae, #00 deed eveinabeneueWtun een’ Ruaue eae ss 3-7-RPG 


Foreign Subscriptions for The Pocket Statistician only, same price as above. On Combination 


offers including The Magazine of Wall Street, add $1 for Canadian and foreign postage. 





WITH YOUR AID WE SHALL BE 





ICTORIOUS 


in the fight against 


CANCER 


@ Enlist in your local unit of the Women’s Field Army 


today. Buy package labels. You can help spread the 
knowledge that CANCER CAN BE CURED. 


@ If you live in the Metropolitan Area, address the 
New York City Cancer Committee, 130 East 66th 
Street. Package labels and the Quarterly Review will 


be sent you for your dollar. 
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